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“Greece Is In Grave Peril” 


FAILURE OF SECURITY COUNCIL ACTION DOES NOT PRECLUDE 
EXERCISE OF GENERAL ASSEMBLY POWERS 
By HERSCHEL V. JOHNSON, Deputy United States Representative to United Nations Security Council 
Delivered to the United Nations Security Council, Lake Success, N. Y., August 12, 1947 


HE Security Council has attempted for many months 

to find a solution to the Greek question by the proc- 

esses of pacific settlement. Many proposals have been 
presented to us, most of which have carefully avoided find- 
ings of guilt or blame on either of the parties to this dis- 
pute. All those solutions have failed, as you all know, and 
the report of the subcommittee indicates clearly that there 
is no longer any hope of reaching compromise solutions. 

The Security Council is faced with a complete deadlock 
which prevents it from taking the necessary measures to 
deal with the situation in Greece. Under the circumstances 
the only course left for the Council, in our opinion, is to 
register for the whole world the opinion of its members 
as to the facts, and what action they are prepared to take 
under the Charter. We are no longer under the necessity 
of attempting to appease further a threatening veto. Let 
us now record our honest opinions. That is what | propose 
to do now on behalf of my Government. 

It is the view of the United States Government that 
Greece is in grave peril. This peril results from the guer- 
rilla warfare being waged against the Greek Government 
by Communist-led bands actively supported by Albania, 
Bulgaria and Yugoslavia and by the Communist party of 
Greece. It is perfectly clear that the governments of the 
three northern countries are working in close conjunction 
with the Greek Communists with a common objective: the 
establishment in Greece of a minority, totalitarian govern- 
ment which would be subservient to the Communist-con- 
trolled countries. 

The United States Government considers that the evi- 
dence obtained by the Security Council Investigating Com- 
mission and the subsidiary group as set forth in a series of 
reports to the Council unquestionably proves that substan- 
tial assistance is being received by the Greek guerrillas from 
the northern countries and further shows that this assistance 
is of such importance as to constitute a very serious threat 
to Greek independence and integrity. 

It is because of the obvious seriousness of the situation 
that this Government has taken so active an interest in the 


Greek complaint to the Security Council. We believe that 
with the American assistance now being made available, and 
with the assistance which other nations and international 
organizations may be able to provide in the future, Greece 
can solve her domestic difficulties, provided she is relieved 
from the constantly growing threat from the North. We 
further believe that this threat can be checked if it is firmly 
faced by the United Nations. 

When the report of the investigating Commission was 
first submitted to the Security Council, the United States 
thought that the measures proposed in its resolution of 
June 27 would prove adequate to reestablish order along 
the northern Greek frontier and that these measures were 
at the same time designed to offer maximum possibility of 
acceptance by the Council. They did in fact command the 
support of nine of the eleven members of the Council, 
clearly showing that our views were shared by nearly all 
of the governments represented. However, the implementa- 
tion of those proposals was frustrated by the veto of the 
Soviet Union. 


Councit DEFIiED 


During the debate on the United States resolution, the 
situation along the Greek border grew worse rather than 
better. We believe that the evidence laid before the Council 
by the commission and the subsidiary group, taken in con- 
junction with the renewed request of the Greek Govern- 
ment and the continued defiance of the Security Council 
and its subsidiary group by Albania, Bulgaria and Yugo- 
slavia, now more than ever obligates the Council to seek 
positive measures which would, if adopted, have a reason- 
able prospect of success. 

We believe that this course is required by the terms of 
the Charter, by common logic, and by the necessity for 
preserving the prestige of the Council. This Government 
is firmly convinced that the standing of the Council before 
the world can never be maintained by avoiding the issues 
or by attempting to take measures which are obviously in- 
adequate. 





POLICY OF VITAL SPEECHES 


The publishers of Vital Speeches believe that the important addresses of the recogmized leaders of 


ublic opinion constitute the best expressions of 


contemporary thought in America, and that it is extremely important for the welfare of the nation that these speeches be permanently recorded and 


dirseminated The publishers have no axe to grind. 


purgated speech that the reader can best obtain the views of the speaker. 


This material gives the reader the best thought of the best minds on current national problems. — i } ‘aki 
the effective speech of today of those who have attained leadership in the fields of economics, politics, education, sociology, government, criminology, 


business, taxation, health, law, labor, etc. 


Vital Speeches will be found authentic and constructive. 


It is the policy of the publishers to cover both sides of public questions and to print all speeches in full. 
for reasons of unusual length or the use of extraneous matter, it will be so stated when printing. 


Where it is necessary to condense a speech 
They feel that it is only in the unedited and unex- 


It also offers the student of public speaking examples of 
nance, 


Thus the student of public speaking obtains the fine text-book material with a sound knowledge of public questions. 


Subscribers are urged to call the Editor’s attention to any speeches which have impressed them as outstanding so that copies may be secured for review. 





VITAI 


Telephone LOngacre 5-4040. Thomas F. 


SPEECHES OF THE DAY is published twice a month by the City News Publishin 
Daly, Jr., President and Treasurer, M. P. Daly, Vice 


Co. (Inc. 1911), 33 W. 


42nd St., New York 18, N. Y. 
resident, K. D. 


oey, Secretary. 





Subscription 


Rates: $5.00 a year. 
or more; 7 


cents each for 25 or more. All to be sent to one address.) 


Two years or 2 subscriptions $9.00. c 
Single copies 25 cents. 


(Special group rates to students for period of 4 months; $1.00 each for ten 
Back issues, if available, 30 cents a copy. 





Vital Speeches is Indexed in The Readers’ Guide to Periodical 


Literature. 


An annual Index is printed each November and distributed to all 


subscribers. Volume Binders for Vital Speeches $2.00 each. Vital Speeches will be found on file in thousands of public and college libraries throughout the 


United States 





Entered as Second Class matter December 24, 1934 





a+ the Post Office at New York, N. Y., under the Act of March 3, 1879. 








You'll have 
Ne news 
before 
he Tames 
are out! 


Speed is a creed with newsmen. They flash 
the news to you as fast as it happens. 


The Bell System helps make that speed 
possible. It provides the local, long distance 
and radio-telephone, telegraph, teletypewriter 
and wire-photo facilities over which the news 


is channeled to presses and microphones. 








Keeping these facilities in top condition 
is the job of skilled telephone company 
technicians, 


They work ’round the clock and the 
calendar with the newsmen in order that you 
may have a “front-row seat” for the passing 
parade of world events. 





BELL TELEPHONE SYSTEM 














676 


Vital Speeches of the Day 





lt is the conviction of the United States that each mem- 
ber of the Council has a duty in a case of this kind to act 
in accordance with the facts and in conformity with the 
high principles of the Charter. Each member must live up 
tu the trust reposed in it by the United Nations. Each 
member must take a stand for what it conceives to be the 
right, in the interest of international justice and peace. 

Even though the efforts of the majority of the Council 
ould be blocked by the exercise of the veto, the United 
States does not consider that these efforts would thereby 
prove fruitless. On the contrary, a firm stand by the ma- 
jority on this issue would demonstrate to the world the 
determination of nine of the eleven members of the Council 
to prevent aggression, whereas a failure by the Council to 
meet the issue squarely would be a signal to aggressors and 
potential aggressors that they could act with impunity, 
ecure in the belief that their actions would be tacitly con- 
doned. 

We hope that the majority of the Council will join 
with us in seeking action under Chapter 7, not only for the 
fundamental reasons given above but also for the reason that 
a clear decision by the majority of the Council, even though 
frustrated by a veto, would provide a firm foundation for 
effective future action within the framework of the Charter. 


Woutp Acr In ASSEMBLY 


It is our thought that should the Council, having done 
il in its power to cope with the situation, for the present 
at least, be unable to afford Greece the necessary protection, 
the problem must inevitably be carried to the General As- 
sembly. If a substantial majority of the Council declares by 
its words and its votes that the three northern neighbors of 
Greece are guilty of acts of aggression against Greece and 
that, therefore, there exists in the Balkans a threat to the 
peace requiring action by the United Nations, this action 
by the majority will provide a powerful impetus for formal 
ction by the Assembly. 

The Government of the United States will not sit idly 
by while the territorial integrity and political independence 
of « member of the United Nations are challenged. We do 
not consider that our obligations or the obligations of the 
United Nations in this regard are ended merely because the 
Soviet Union sees fit to use her veto to block the passage of 
constructive proposals desired by nine out of eleven members 
of the Security Council which would have afforded Greece 
the protection the Charter guarantees to her, and would 
have helped to restore peaceful conditions in the Balkans. 

It becomes all too clear that the veto is being used in 
detense of the aggressions of Yugoslavia, Albania and Bul- 
varia. Greece’s right to exist is involved in this case. We 
wish to make it very clear that we shall not hesitate to ex- 
haust every available means within the framework of the 
Charter of the United Nations to maintain international 
peace and provide Greece with whatever protection she may 
need in the future. 


The continued failure of the Security Council to take 
effective action in this case because of the Soviet veto cannot, 
in the opinion of the United States Government, preclude 
individual or collective action by states willing to act, so 
long as they act in accordance with the general purposes and 
principles of the United Nations. This is particularly true 
when such individual or collective action is in support of a 
policy or course of action which has the approval of a clear 
preponderance of the permanent and non-permanent mem- 
bers of the Security Council. 

In case of the blocking of Security Council action by a 
Soviet veto, we are confident that the General Assembly will 
exercise its powers to the limit for the protection of Greece. 
The United States for its part would be prepared to comply 
with any General Assembly recommendations for the solu- 
tion of this problem. It would also be prepared to cooperate 
with like-minded members of the United Nations in taking 
any steps which might become necessary within the terms of 
the Assembly recommendations or within the provisions of 
the Charter to afford Greece the protection to which she is 
entitled under the Charter. 


Unitep States RESOLUTION 


I propose for your consideration the following resolution: 

“The Security Council, having considered the report of 
the Commission of Investigation established by resolution 
of the Council of December 19, 1946, and having considered 
the information supplied by the subsidiary group of the Com- 
mission of Investigation and the oral and written state- 
ments made to the Council by Albania, Bulgaria, Greece 
and Yugoslavia; 

“Finds that Albania, Bulgaria and Yugoslavia have given 
assistance and support to the guerrillas fighting against the 
Greek Government and have continued to do so subsequent 
to the period covered by the report of the Commission of 
Investigation ; 

“Determines that such assistance and support to the 
guerrillas by Albania, Bulgaria and Yugoslavia constitutes 
a threat to the peace within the meaning of Chapter VII 
of the Charter; 

“Calls upon Albania, Bulgaria and Yugoslavia to cease 
and desist from rendering any further assistance or support 
in any form to the guerrillas fighting against the Greek 
Government ; 

“Directs the subsidiary group to report to the Security 
Council on the compliance of Albania, Bulgaria and Yugo- 
slavia with this order; 

“Calls upon Albania, Bulgaria and Yugoslavia to cooper- 
ate with Greece in the settlement of their disputes by peace- 
ful means and to keep the Security Council informed of the 
progress of the settlement. 

“The Security Council remains seized of.the question and 
will take such further action in connection with the enforce- 
ment of its order and the settlement of the dispute as 
may from time to time be necessary.” 


Indonesian Freedom 


REQUEST FOR SECURITY COUNCIL ARBITRATION COMMISSION 
By SUTAN SJAHRIR, Former Premier of Indonesia 
Delivered before the United Nations Security Council, Lake Success, New York, August 14, 1947 


T the very outset I, on behalf of the Government of 
the Republic of Indonesia thank you, Mr. President, 
and the Members of the Council for your sense of 

tair play and justice in granting me the opportunity to parti- 


cipate in the discussions of the Security Council on the 
Indonesian question. 

In my capacity as representative of the Republic of 
Indonesia, | am going to address the honorable Members 
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of this Council on behalf of a country which, for the 
common people of the occidental world, has only recently 
come into existence, or even on behalf of a people con- 
sidered as just having started on the road to nationhood. 
Such being the case, it may be fitting for me to point out 
that I am here to represent a people whose history goes 
back more than a thousand years. 

In the fourteenth century, my people constituted the Em- 
pire of Madjapahit which embraced all the islands of South- 
east Asia and extended from Papua to Madagascar. This 
kingdom had an efficient administration, and—in those days 
—maintained relations with countries as far distant as 
China and Europe. In the sixteenth century my people first 
came in contact with people of the West. It was most 
unfortunate that this contact should have taken place at 
a time when we were on the decline. Western influence 
began to make itself felt and kept on increasing in propor- 
tion to the rate at which we were falling backward. 

The rapid expansion of western power led to the decline 
and fall of my people, and in this process my country lost 
its freedom. By this time the Dutch East India Company 
had established itself. Later -it was transformed into the 
Dutch colonial government and as such held sway for nearly 
one and a half centuries. By this time the degradation of 
my people was complete. These factors must be borne in 
mind when evaluating our relations with the Dutch. It 
must also be remembered, however, that as a people we 
have had our own history and traditions—both as a nation 
and as a state—going back many centuries. 

Our history books and the great stone relics scattered 
about our islands bear evidence of the civilization and culture 
we achieved in the past. However, under Dutch domination 
and colonial rule, our history took a tragic turn. Not only 
did Dutch oppression and exploitation account for our back- 
wardness and degradation, but they also led to the fall of 
my country from its ancient proud place to that of a weak 
dejected colony. 

Long after we as a people had, so to speak, disappeared 
from the face of the earth, the general political awakening 
of Asia, the rebirth of the Orient, also affected us. At 
the end of the nineteenth century we began to regain our 
soul and gave birth to a national movement which aimed 
at freedom from Dutch colonial rule. From that time on, 
it has been our constant desire, our one ideal, our strife 
and struggle, to become a nation again. 

In 1918 our national movement gained great strength 
and the desire to free Indonesia from Dutch rule had be- 
come universal. 

In common with similar movements in other countries, 
my people too bent all their energies to achieve the status 
of an independent nation. But as in other countries, the 
national movement was not popular with colonial rulers. 
Nationalists were imprisoned and exiled, but the struggle 
went on. In 1926 the Dutch carried out large-scale military 
actions against Indonesians. Those made prisoners but 
who could not be convicted by the courts were sent to the 
Dutch concentration camps in New Guinea. And as these 
oppressive measures were carried out against thousands of 
nationalists all over the wide territory of the archipelago, 
it is apparent that opposition to Dutch rule was widespread. 

When the Japanese attacked the Dutch in Asia, our na- 
tional movement had already been in existence for decades 
in all the islands of the archipelago. Since 1918 our national 
movement for freedom had chosen democracy as the goal 
of the country from among all the current political ideol- 
ogies. In the second world war we placed our reliance on 
the democracies in their fight against the Fascist countries. 
We accordingly asked the Dutch colonial government to 
assign our national movement an active role in that war. 


Our offer, however, was turned down by the Dutch, thus 
destroying a good chance to bring about a new and better 
relationship between us and the Dutch. 

At the time when the Dutch were defeated by the Japa- 
nese, the Indonesian people were not given a chance by the 
Dutch to manifest, as a people, what our attitude and 
desires were in the field of globial relations. Eventually we 
were sacrificed to the might of the Japanese. The result 
was three and a half years of misery for my people, and 
for all that happened during the Japanese occupation the 
Dutch must be held responsible. Our sufferings were in 
no way less than those of other countries which fell victim 
to the aggression of the Fascists. 

During the Japanese occupation our national movement 
was continually seeking opportunities to organize itself as 
a force with which to end Japanese domination. We were 
convinced that the democracies were bound to win. Our 
people placed their faith in the promises of the Atlantic 
Charter; its meaning for us was that we would be set 
free from colonial domination. The Japanese were keen 
to win over the nationalists, but our people were bent on 
the achievement of full nationhood, rejecting each and every 
kind of alien leadership or tutelage. 

When, in the middle of 1945 it was plain that the Japa- 
nese were going to lose the war, the Indonesian democratic 
movement took steps to act for the people and take their 
future in their own hands. Therefore, it was not the 
conversation of some Indonesian leaders with the Japanese 
at Saigon in July 1945, which lies at the root of the con- 
stitution of the Indonesian Republic, but that the birth of 
the Republic was a result of positive action on the part 
of the national movement in the country. 

It can conclusively be proven that, at the time of the 
conversations at Saigon—and even later—the Japanese had 
no real intention of setting up any kind of a free Indonesia, 
let alone the independent Republic of indonesia. On the 
contrary, some days before the Japanese surrender there 
was every indication that the Japanese were trying to 
prevent and counteract Indonesian activity in that sense. 
In February 1945, there was a mutiny of Indonesian troops 
of the National Voluntary Defense Forces under the Japa- 
nese command, Subsequently the Japanese started gradually 
to disarm all Indonesian troops. 

From my own knowledge | can say that the declaration 
of Indonesian independence on 17 August 1945, was the 
work of the democratic movement I spoke of. From the 
big towns down to the smallest villages, the people seized 
power from the Japanese and handed it over to the Re- 
public. Is there in the course of history any country as 
democratic as this, where the people, having seized power, 
handed it over to their government as the lawful authority ? 

The past 2+ months have sevealed the extraordinary long- 
ing and desire of the Indonesian people to set up a peace- 
ful state. The people handed over to the Government the 
arms they had captured from the Japanese and thus the 
Republican regular army came into existence. 

When the Allied forces landed in Indonesia, the people 
regarded them as friends who had come to liquidate the 
Japanese occupation. Allied troops were therefore received 
in all friendliness. The people never for a moment thought 
that the armed forces of the democracies were going to 
endanger the freedom of the Republic which the Indonesian 
people had won for themselves. 

Tens of thousands of Dutch nationals concentrated in 
camps by the Japanese were not regarded by the Indonesians 
as enemies. It was only when several hundred Dutch 
soldiers who had landed with the British were guilty of 
various acts of enmity in Batavia that trouble developed 
with the Indonesians. It was only then that my people 
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began to question and distrust the attitude of the Dutch 
towards the Republic. 

Tens of thousands of Dutch internees were still in Japa- 
nese concentration camps. When the Dutch soldiers in 
Batavia started trouble, the Allied army of occupation be- 
came suspect. Fighting broke out in Soerabaja on a big 
scale. With the landing of large numbers of Dutch soldiers 
in Java, relations deteriorated more and more between the 
Republic and the Allied army of occupation. Clashes be- 
came frequent and the atmosphere tense. 

However, even in those circumstances, the young Re- 
public went ahead in its task of achieving peace and security. 
At the same time it was extending all-out aid to the Allied 
army of occupation to help it carry out its tasks in Java 
and Sumatra. During a period of 14 months the Republic 
disarmed 70,000 Japanese troops and evacuated them out 
of Republican territory. In addition to this the Republic 
evacuated more than 30,000 Dutch and other allied civilian 
internees. Both these tasks were delegated by the Allied 
command to the Republican Army. 

The Representative of the Netherlands, in a statement to 
this Council the other day, accused the Republic of hold- 
ing 700 hostages; but this accusation has no basis of truth. 
There are no more internees left in Republican territory. 
The hostages which the Representative of the Netherlands 
has suddenly discovered were never before alluded to or 
mentioned in official Dutch statements, either in Indonesia 
or in Holland. 

The work completed by the Republic of evacuating tens 
of thousands of Japanese prisoners of war, as well as Dutch 
and Allied civilian internees, provides a good illustration 
of the discipline and ability of the Republican troops to 
carry out their appointed duties. It also furnishes an in- 
dication of the ability of the Republic itself—and of its 
willingness—to implement its undertakings. 

When the Dutch civilian administration landed in Java 
in October 1945, there were no Dutch troops there. The 
whole of Java, Sumatra and Madura was under the com- 
plete control of the Republican Government. In spite of 
the great military advantage the Republic enjoyed, the Re- 
public was willing to enter into negotiations with the Dutch. 
From then on, the Republic made repeated attempts to 
come to an understanding with the Dutch. The Dutch at 
the start refused to have any discussions. 

Finally in March, 1946, through the active intervention 
of the United Kingdom Government, there arrived in 
Batavia Sir Archibald Clark Kerr, now Lord Inverchapel, 
who was sent to place his good offices at the disposal of 
both sides. Thanks to the patience, tact and ability of that 
British diplomat—and not forgetting the earnest desire 
of the Republic to come to a settlement with the Dutch— 
a draft agreement was finally reached. I, in my capacity 
as Premier, acted for the Republic; Dr. van Mook, the 
Dutch Lieutenant Governor-General, acted for the Dutch 
Government. 

This draft agreement, gentlemen, was 90 per cent the 
brain child of Dr. van Mook, but my Government accepted 
it in order to facilitate a quick settlement. Sir Archibald, 
an Indonesian delegation under Dr. Suwandi, and a Dutch 
delegation headed by Dr. van Mook left for Holland to 
get the approval of the Dutch government. Dr. van Mook 
told us when he was leaving for Holland that he would 
be back in a couple of weeks with the assent of his govern- 
ment. But the Dutch cabinet completely ignored the draft 
agreement. Two months went by before Dr. van Mook 
returned—but with a completely new set of proposals. 

After a complete breakdown in the negotiations and a 
period of continuous military activity by the ever-increasing 











Dutch forces, the time had come for the British army of 
occupation to leave Indonesia. Accordingly, Lord Killearn, 
British Special Commissioner in Southeast Asia, came to 
Indonesia to act as mediator in a new attempt to bring 
both parties to a settlement. 

This was in October 1946. Shortly after his arrival, on 
14 October a truce agreement was signed whereby the 
Dutch undertook not to increase their armed forces in 
Indonesia beyond the figure of Allied strength on that date 
which stood at 91,000 men. 

After weeks of patient negotiations between Indonesian 
and Dutch delegates, with Lord Killearn in the chair, a 
compromise was arrived at and the Linggadjati Agreement 
was initialled by both parties, Indonesian and Dutch, on 
November 15, 1946. The Dutch Commission-General, 
which had come to Indonesia from Holland to negotiate 
this agreement, then left for Holland with the intention of 
coming back before Christmas of the same year. 

The Commission-General finally did arrive back in 
Indonesia, but not earlier than March this year, four 
months later. But they had not come to sign the Ling- 
gadjati Agreement. They came with a demand that the 
Republic accept the interpretation of the Agreement as 
given unilaterally by the Dutch Government. This inter- 
pretation is known as the Jonkman interpretation, after 
the name of the Dutch Minister for the Colonies. The 
Republic refused to accept the Jonkman interpretation and, 
after prolonged haggling, the Agreement was finally signed 
on 25 March 1947, four months and ten days after the 
initialling at Linggadjati, on the understanding that the 
Jonkman interpretation was not to be binding upon the 
Republic. 

In the meantime, the Dutch have already violated the 
status quo established by the October truce. Dutch troops 
seized and occupied the towns of Buitenzorg and Palem- 
bang. ‘They started a full scale military action in East 
Java which culminated in the Dutch occupation of the 
Republican town of Sidoardjo and Krian. Meanwhile, 
Dutch military activity had increased along all perimeters. 
Simultaneously, the Dutch maintained an intensive block- 
ade of Indonesian ports. 

In this connection, it will be remembered that an Ameri- 
can merchantman, the Martin Behrman, proceeded to the 
Indonesian port of Cheribon with the approval of the 
United States Department of State in Washington. The 
ship also received permission from the Netherlands Trade 
Commissioner in Washington to load cargo at Cheribon. 
In spite of these undertakings, the Dutch Colonial Gov- 
ernment seized the cargo of the Martin Behrman after 
completion of the loading at Cheribon. 

This Dutch naval blockade not only prevented the re- 
construction and rehabilitation of Indonesia, but it went 
so far as to seize as contraband sorely needed medicines 
shipped to Indonesia from outside ports. Ships, mostly 
Chinese owned, plying between Singapore and Indonesian 
ports, were seized on the high seas outside territorial 
waters. And it was generally recognized that this Dutch 
blockade was aimed at strangling the Republic economically. 

But this was not all. Two days before the signing of 
the Linggadjati Agreement on 25 March last, Dutch forces 
moved into and occupied the East Java town of Modjokerto. 
Fighting subsequently flared up in this area, and the con- 
sequences of that action were the destruction of property 
so eloquently described to this Council by the representa- 
tive of the Netherlands on the afternoon of 1 August. 

In spite of repeated Dutch violations, and in spite of the 
occupation of Buitenzorg, Palomban, Sidoardjo, Krian and 
Modjokerto by the Dutch army, the Republic signed the 
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Linggadjati Agreement in the sincere belief that Dutch 
aggression would be brought to an end. It was our hope, 
that, with the political situation stabilized, we could go 
ahead with the urgent task of reconstruction and rehabili- 
tation. 

One of the points agreed upon between the Dutch and 
the Republic when the Linggadjati Agreement was initialled 
in November 1946, was that the future state of the United 
States of Indonesia was to be brought into being by co- 
operation between the Government of the Republic of Indo- 
nesia and the Netherlands Government. 

Subsequent to this date, however, the Dutch Colonial 
Government, without the knowledge or approval of the 
Republic of Indonesia, set up in violation of the agreement 
the puppet states of East Indonesia and West Borneo, to- 
gether with other political entities as dependencies of the 
Dutch in the Dutch controlled parts of Indonesia. These 
creations, it will be clear, were brought into being for the 
express purpose of using them as bargaining counters against 
the Republic of Indonesia. Because of this fact, it is not 
surprising that the representative of the Netherlands has 
asked this Council to permit officials of those so-called 
states to be present here to back his statements. These 
men, however, are representatives of feudal systems being 
perpetuated by the Dutch. These men are mere officials 
appointed by and owing allegiance to the Dutch Colonial 
Government. 

After the signing of the Linggadjati Agreement came 
the question of its implementation. Here it became apparent 
that the Dutch were adhering to the Jonkman interpreta- 
tion which the Republic had rejected as being unilateral. 
A new crisis developed and came to a head on 28 May of 
this year when the Dutch issued an ultimatum demanding 
that the Republic accept new proposals evidently based on 
the Jonkman interpretation of the Linggadjati Agreement. 

The Republic replied with a counter-memorandum dated 
7 June, in which the Republic put forward constructive 
proposals based on the original Linggadjati Agreement. 

At this point in the discussions, the Dutch indicated that 
they were not prepared to negotiate with us any further. 
As deadlock followed deadlock, the Republic called upon 
the Dutch to implement Article 17 of the Agreement which 
provides for arbitration. These repeated Republican re- 
quests were ignored by the Dutch. By this time, Dutch 
military strength had increased by 30 thousand above the 
permitted figure of 91 thousand, and stood at 120 thousand. 
It was apparent that the Dutch were prepared to make 
use of their military strength and force us into a complete 
surrender. We, on the other hand, anxious to preserve 
peace at any price, conceded nearly all the Dutch demands, 
in spite of their being contrary to the Linggadjati Agree- 
ment, except for some very minor points. Included among 
these was the Dutch demand for the appointment of a 
joint constabulary for Republican’ areas. 

On 19 July, we were confronted with another set of 
demands, included among which was one demanding that 
all Indonesian troops withdraw ten kilometres from their 
then positions within twenty-four hours. At this time, it 
was common knowledge that the Dutch had mustered great 
strength at these very perimeters. The Republic asked for 
another twenty-four hours in which to consider the matter. 
This request was refused by the Dutch. 

On 20 July, Republican Government, through its Vice- 
Premier, A. K. Gani, then at Batavia, handed to the Dutch 
Colonial Government a written request from the Republic 
for implementation of Article 17 of the Linggadjati Agree- 
ment. The Dutch Colonial Government stated in reply 
that the Indonesian request had been forwarded to the 








Netherlands Government in Holland. This was at 8:00 
p.m. on 20 July. At 11:00 p.m. the same night, one hour 
before the Dutch ultimatum expired, Mr. Gani was handed } 
a letter from Dr. von Mook, Acting Governor General, 
which stated that the Netherlands Government did not 
consider itself bound any more by the Linggadjati Agree- 
ment. It was at this juncture that the Dutch repudiated 
the Linggadjati Agreement. 

Simultaneously, the Dutch army commenced military 
operations against the Republic. The Dutch seized all 
communications facilities and arrested two hundred promi- 
nent Indonesians in Batavia. Included among those arrested 
was Mr. Gani who was therefore, apart from the lack of 
communications facilities, unable to transmit the Dutch 
note to the Republican Government in Jogjakarta. 

In view of these facts, it appears that the Dutch Gov- 
ernment have never at any time sincerely desired a peace- 
ful settlement with the Republic. On the other hand, all 
Dutch action—political, military and economic—was none 
other than preparations for aggressive action against a part- 
ner to an agreement. Although the Republic has been forced 
to defend itself, militarily, it still hopes to achieve a settle- 
ment by peaceful means. Our Government therefore asked 
the Security Council to issue the cease-fire order with the 
undertaking that the Republic would abide by the decision 
of the Security Council. 

Now that the Security Council has already called upon 
both parties to cease hostilities forthwith—and now that 
both parties have accepted the order of the Security Coun- 
cil—there has been an increase in the hopes of the Republic 
for a peaceful solution. So long, however, as Dutch troops 
remain in Republican territory, there remains the threat to 
the very existence of the Republic and, therefore, also to 
lasting peace. The Republic of Indonesia asks, therefore, 
that the Security Council of the United Nations order the 
complete withdrawal of Dutch troops from all Republican 
territories. 

In this connection, I would like to go back to the con- 
ditions obtaining in Indonesia shortly after the Republic 
was set up on 17 August 1945. It is conceded by all im- 
partial observers that law and order reigned throughout 
the country, that the machinery of government turned over 
smoothly, and that not a single untoward incident marred 
the cordial relations existing between different groups of 
the population. But when Dutch troops began landing in 
Indonesia the whole picture changed. The quietness was 
rudely shattered. Conflict broke out. Law and order were 
upset. And confusion and disorder increased with the num- 
ber of Dutch troops in Indonesia. Such conflict was in- 
evitable. The Republic states categorically that’ the possi- 
bilities of conflict and interference with law and order have 
been multiplied manifold by the presence of Dutch troops 
in large areas of Republican territory. The Republic also 
states without qualification that if Dutch troops are com- 
pletely removed from Republican territory, conditions will 
once more be established for a peaceful and orderly life 
and the maintenance of law and order; and, if this is done, 
the Republic assures the Security Council that it will hold 
itself responsible for law and order in all Republican terri- 
tory. 

The Republic can produce responsible witnesses—Dutch 
as well as others—to show that before the present Dutch 
occupation of Republican territory, disorders were only 
present along the perimeters where Indonesian and Dutch 
troops faced each other. Elsewhere in the Republican terri- 
tory, life moved along in quiet, peace and security. 

The first step towards the restoration of law and order 
in Indonesia would -be the withdrawal of Dutch troops 
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to the positions allocated to them by the truce agreement 
of 14 October 1946. 

The Republic of Indonesia also asks for a commission 
to be appointed by the Security Council of the United Na- 
tions to proceed immediately to Indonesia to supervise 
implementation of the Council’s order of 1 August for the 
cessation of hostilities. Troops of the Republic of Indo- 
nesia ceased fire unconditionally, but Dutch troops are 
still continuing what the Dutch colonial government calls 
“mopping-up” operations. In addition, conflicting reports 
of the situation are emanating from both sides in Indonesia, 
which makes it all the more desirable that there should 
he present on the spot an authoritative commission appointed 
hy the Security Council to supervise the cessation of hos- 
tilities and report back to the Security Council its find- 
ings, so that the Council will have before it, at all times, 
impartial and authoritative reports on the day-to-day situa- 
tion in Indonesia. 

This same commission might eventually report on law 
and order in those areas recently seized by the Dutch in 
their present campaign when withdrawal takes place of 
Dutch troops to the positions assigned them by the truce 
agreement. This commission could also suggest the meas- 
ures to be taken in case of necessity to guarantee that law 
and order prevail and that there shall be no retaliations. 


In view of this, the Republic of Indonesia asks the Security 
Council to conclude its valuable work on the Indonesian 
question by appointing a commission to arbitrate on all 
points of dispute between the Government of the Republic 
of Indonesia and the Government of the Netherlands as 
the one and only means of ensuring a peaceful and stable 
solution of the Indonesian question. 

I wish it to be placed on record that my Government has 
gratefully accepted the offers of both the United States’ 
good offices and the Government of Australia’s mediation 
or arbitration as a constructive step towards the setting up 
of such a commission. 

Once again I reiterate the pledge of the Government of 
the Republic of Indonesia, as publicly stated by me in 
New Delhi, which reads: “I am authorized to declare 
that the Government of the Republic of Indonesia will 
accept any impartial arbitration, and will abide by decisions 
of the Security Council with regard to obligations, duties, 
and responsibilities also imposed by the United Nations 
Charter.” 

On behalf of the Government of the Republic of Indo- 
nesia, I tender to the President and the honorable Members 
of the Security Council my thanks for the opportunity given 
me to speak at this Council. 


Democracy in Old Korea 


CONSCIENTIOUS AND FEARLESS INDIVIDUALITY 
By DR. Y. ‘T. PYUN, Professor of English and Philosophy, University of Korea, Seoul, Korea 
Delivered at The Bankers Club, Seoul, Korea, May 29, 1947 


T is a great pleasure for me to have this opportunity 

to discuss things with you this evening. Since you 

are all interested in Korea, | thought you might expect 
me to talk things Korean. But they are in such a bewilder- 
ing mess, and my talk might be rambling and incoherent 
if I did not limit it to and focus it on a single well-defined 
facet. ‘Though I am at sea as to what to say, 1 do know 
what I must not say. Politics, 1 understand, are under 
a ban in this gathering, and it is indeed a grievance to me, 
you know. As unofficial ambassadors of democracy, you 
Americans are out here in this country to preach democracy. 
You breathe politics. You act politics. You live politics. 
You are neck-deep, maybe, out of your depth in politics. 
Only you are not allowed to talk them, Unfortunately 
mine is a talking part this evening and not to be allowed 
to talk politics, is a grievance to me, you know. We Koreans 
are very sensitive to politics. I remember that there was 
a political demonstration sponsored and participated in ex- 
clusively by primary school children, of course, with me 
among them, when the Japanese protectorate treaty was 
concluded on November 17, 1905. We dispatched a duly 
elected delegation to the Il-jin-hoi, the pro-Japanese politi- 
cal party, to protest against their collaboration in the mat- 
ter. Of course, it all ended in a perfect fiasco, but there 
it Was, 

You will no doubt feel baffled at such a precocious and 
unmeaning political action in school children. 1 think it 
can be explained, though. We never think of our head 
or nose or toe until we have some trouble developing in 
them. ‘The moment we have a headache, we suddenly 
become head-conscious. A sharp toothache makes us tooth- 
conscious. A corn, | am sure, makes for chronic toe- 


consciousness. So it is quite natural that we should be 
political-minded when we are acutely suffering from all 
forms of political ills. Only when we enjoy the political 
well-being, the men in the street will cease to think about 
politics and leave them to statesmen and politicians as their 
proper and conscious business. A forbidden fruit is usually 
more tempting and politics is a forbidden fruit to-night. 
But so long as I do not pick it and munch it offensively, 
you would not mind, if 1 happened to cast a longing look 
or even pointed my finger obliquely at it from time to time. 
It would not do, of course, to emphasize the need of re- 
moving the 38th parallel barrier, for that is nothing but 
stark politics. It would not do to breathe about anything 
Russian, above all, communism, for it would sound alarm- 
ingly political. So all living issues had better be put aside 
in order to steer my conversational bark clear of all perilous 
snags of politics. However, old things in old Korea, politi- 
cal or otherwise, will be as harmless and inoffensive as any 
dolls in the show window. My double purpose this eve- 
ning is therefore to give you a few glimpses of the old 
Korean background into which you must endeavor to fit 
democracy as best vou can, and, at the same time, not to 
deprive myself of the satisfaction of talking some substitute 
for politics, which I have pledged my honour not to touch. 

When you have something to preach, whether it be 
Christianity or democracy, your very first attention should 
be given to how to grasp the potentialities of the people 
for the proposed evangelization. A man accepts Christian- 
ity, because he has a potential Christ in himself. A Chris- 
tian conversion is fundamentally a case of a potential Christ 
wedding with the living Christ of the Bible. In a like 
manner, a people adopts democracy as a form of govern- 
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ment and it works just because they have had a potential 
democracy which they practised but failed to recognize as 
such. Nothing ever gets into a man which did not exist 
in him in an embryo form. What is permanently to benefit 
us must come to us by an evolutionary process. It must be 
an act of our own growth, not an imposition on us from 
outside. Let it be our purpose to-night to trace this embryo 
democracy as evinced in various phases of the past Korean 
Life, and see what a fruitful soil Korea will make for 
democracy to sprout and grow and yield, say, a hundred- 
fold. Let us limit our study to three aspects of old 
Korea, politics, religions and international relations. 

Let us first consider politics in old Korea. On _ the 
whole, we Koreans are a people whose life in the past 
has been controlled and held together not so much by the 
machinery of government as by cultural restraints and 
moral inhibitions. Naked force had no place in _ politics. 
It is true that force used to give the finishing push to 
the outgoing dynasty which had forfeited the respect and 
confidence of the people by reason of misrule and was 
already tottering for lack of popular support. But once 
a new dynasty was ushered in, the dynasty-maker and his 
successors put force aside or limited it to a minimum, and 
made a point of appealing to popular moral sense, con- 
vinced that Koreans could best be ruled by morals and 
social conventions. When the Japanese disbanded the 
Korean army it numbered only 9 thousand. This alone 
is enough to testifv to the fact that Korea had been gov- 
erned by anythig out military force. 

We had king Sut our kings were rather ruled by 
the people than sulting the people. An opinionated king 
simply could not get on. He had to respect the opinions 
of the State Councillors. He had to deal considerably 
with any petition by an unknown subject, bristling with 
opinions, often useless opinions. He was tied down by 
ever so many hair-splitting etiquettes and precedents set 
by and accumulated through a long line of rulers. In- 
fringing an iota of this fine net of do’s and ‘do not’s 
would bring down upon himself a shower of protest from 
all quarters. By submitting to all these restraints, the 
King set an example for his subjects to follow—that is, 
to uncomplainingly conform to their social conventions and 
moral injunctions. The King enjoyed no such privacy 
as was enjoyed by humblest commoner. Every action of 
his was watched and jotted down in an undying diary 
to be preserved in the Royal Archives. 

What a life, you will say. Really it was not an enviable 
life. But use is everything, you know. Kings got used 
to these inconvenient trappings and on the average they 
lived fairly long lives. If a king happened to be head- 
strong and tried to throw off these shackles of convention, 
be used to get deposed. This accounts for the fact that 
we have had no Peter the Great, nor an Ivan the Terrible, 
nor a Stalin, nor a Hitler nor even a Mussolini. 
many strings were pulled on the King. 

Korea has no place either for fascism or for communism. 
They are strange gods. It is true that those unruly youths 
nowadays may hanker after any alien god, who have started 
out of the old moral and cultural grooves that meant so 
much for the stability of our national life. But I do 
not doubt that they still have the distant echo of their 
forefathers in their hearts’ core and will turn back after 
straying into wildernesses of foreign ideologies. As for de- 
mocracy, it has, no doubt, a fair chance of success. Res- 
pect for others’ opinions exemplified by the King himself 
laid a firm foundation for democracy. The only draw- 
back was that those so-called opinions were not opinions 
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based on individual observation, experience and conviction 
but largely dictated by precedents, conventions and petri- 
fied moral views. Very often the opinion of a single of- 
ficer or expressed in a petition from any humble subject 
succeeded in overthrowing the decision of the whole court 
often on an important occasion, if the opinion was ex- 
pressed felicitously enough to mobilize all that was weighty 
in the past in its favour. Every man had the right to 
submit a petition to the King. Not a few high officials 
were dismissed by damaging impeachments from obscure 
individuals. No man could hold high public office for a 


‘jong time, if he failed to command the respect of the man 


in the street for gentlemanliness and magnanimity. Every- 
body knew that his opinion had a market value; everybody 
had to care for everybody else’s opinion. We have had 
some prime ministers who were found dullards. But we 
have had no patent rascal who creep into that high honour. 
We had no caste system maintained with force. Viewed 
with due perspective, we had only learned classes and 
illiterate classes. Of course, the barrier was great and 
almost impassable. Inter-class marriage was a rarety, if 
not banned by criminal codes. High official positions were 
monopolized by “yang-ban”, the learned class. Of course, 
exceptions could be found in the sons of the unlettered 
class, who were fortunate enough to educate themselves 
and by virtue of their learning and ability rise to positions 
of honor and influence. The dividing line was hard and 
fast, though. Ambition and exertion are inter-active. The 
illiterate class had no incentive to goad them to self-im- 
provement, while they did not deserve high office, if they 
were ambitious enough to aspire after that, simply because 
they failed to get themselves qualified by learning and self- 
improvement. Most of them were cowed and resigned 
and despaired of breaking through the social barrier. They 
were, on the average, too poor to afford an education. To 
speak the truth, however, wealth was looked down upon 
as a sign of vulgarity by the learned “yang-ban” class, and 
as a result the unlettered class had at least equal, if not 
better, chances in money-making. The “yang-bans” were, 
on the average, worse off than their social inferiors. It 
is notorious that jobless savants and grievously poorly paid 
officials resorted to extortion and preyed upon the unlet- 
tered rich. Even then they must take hold of some sound 
moral grounds to whitewash their black purpose. Victims 
were always moral delinquents. By the way, it should be 
to our credit that money always was made subservient to 
man, not his master as seems the case now. For some 
time to come, a Korean statesman will have to respect this 
racial psychology and to content himself remaining poor, 
if he wants to wield influence over the people. 

It seems strange to us moderns that there was no erup- 
tive class-hatred. But, the sense of wonder evaporates if 
we take into consideration the facts that the learned class 
as a whole possessed not only letters but also more elegant 
manners and higher moral standards, things that naturally 
commanded human respect and that the illiterate classes 
which formed the majority regarded it as a matter of 
course that they should be ruled and protected by their 
superiors in virtue and wisdom. 
Character was a power. But neither money nor force was 
ever a power in Korea. Without understanding this, the 
anecdotes I am now going to relate would be incomprehen- 
sible. 

The first anecdote is about Ri Won-ik, many times Chief 
Councillor of State under three different kings, a record of 
long illustrious official career. For all his unusually long 
holding of high office, his was a thatched house whose 


Learning was power. 
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roof, it is said, had holes to look at the stars through 
and once barerly managed to entertain the royal messenger 
with boiled barley. He was short-statured and unpre- 
possessing, but he had an unimpeachable character and 
calm sagacity which caused the whole nation to revere 
and love him. It was just after the king was dethroned 
for lewdness that the elected successor who was later called 
King In-jo summoned Ri Won-ik from his country seat, 
for it was the court custom to consult with the elder states- 
men, even with nationally known scholars, on important 
state affairs. The King was deposed. Nobody knew what 
was going to happen. Everything was in suspense. The 
whole city was in commotion. Virtually it was a yard of 
cackling ducks. Streets were lined with thick crowds of 
people asking if anybody knew what was going to happen. 
The centre of the scene was the Chang-duk Palace, the 
seat of the American Military Government at the present 
moment. Ri Won-ik was carried in a sedan. He reached 
South Gate of the city wall at last. He ordered his sedan 
bearers to slacken their pace, and it took two hours to 
reach the palace. The on-looking crowds watched his prog- 
ress with unspeakable concern, for they regarded him to 
he the key man to solve the national riddle. Seeing this 
important statesman not hurrying, they all dispersed, say- 
ing to one another, “His Excellency is not in a hurry. All 
is well.” Indeed all was well because the people believed 
that all was well. 

Here is the other story of far more recent date. It was 
about the time when the Yi Dynasty was just beginning 
to show signs of decline. The then Chief Councillor of 
State was once just about to go home from the royal audience. 
It was raining, and he naturally ordered his chamberlain 
to hurry. The chamberlain made a long face and asked 
to be relieved of his job, saying, “This humble servant 
had the honor of serving his Excellency, your Excellency’s 
father. When his sedan bearers began speeding up in a 
shower, his Excellency bade them go at ordinary, leisurely 
pace, saying, ‘““A Chief Councillor of State should not go 
hurriedly even in a rain. If your clothes get wet, why, 
you can have changes.”” Now your Excellency acts just the 
contrary.” The high dignitary is said to have replied, 
“You need not go to seek another job. It is the times my 
man. You will by and by meet with persons in my station 
who will go even faster in rain than I do.” 

Now I will cite a few instances to prove to you how 
democratic some of the old Korean ways were: 


(1) The choice of the Chief, Right and Left Councillors 
of State was made by the King only after consultation with 
all the elder statesmen, both in and out of office, even 
with scholars of nationwide fame, either in person or by 
correspondence. 

(2) For each position of importance below those of state 
ministers, half a dozen law officials of the Interior Depart- 
ment had the right to nominate three candidates. The 
man was decided upon after this list of candidates went 
through the hands of all the officials concerned, from lower 
to higher, up to the King himself. The other two that 
were dropped were remembered and used to make up an- 
other list for another vacancy. These nominating officials 
were mostly young men who had just passed the Civil 
Service Examination and been chosen to their office for 
their information, sagacity and judgment. 

(3) Check upon check on the King was provided in forms 
of advisory bodies, some to remind him of precedents, 
some to plan for the state, some to correct his errors. 


(4) It was regarded unconstitutional to turn down a con- 
current opinion of the State ministers. The King was al- 
ways ready to listen to the words of a State Minister. 

(5) More than one King used to go about among the 
people in disguise to know their real conditions and hear 
their direct opinions about state affairs. King Yung-jo 
whose reign was from 1725 to 1776 the end of which 
was synchronous with the declaration of American Inde- 
pendence, would often seat himself outside his palace gate. 
Of course crowds would gather to pay him respects from 
a respectful distance. He would beckon many old folks 
to his side and ask their opinions on pressing state questions, 
such as revision of tax policy, etc. He would make his 
officials take down the opinions he heard and often make 
use of them in making final decisions. 

(6) Royal Deputy Inspectors, “ersha” in the vernacular 
term, would be sent out to desired districts for the similar 
purposes. A royal Deputy Inspector usually could not 
know that he had become one until he had to actually 
depart for his mission. The King would tell him nothing 
in person. He would send him away with a bundle, 
directing him not to open it except upon reaching a cer- 
tain appointed spot, usually outside the city wall. It was 
against the rule to go home after the knowledge of his mis- 
sion. So his family and friends had to go out to see him 
before his imminent departure. The royal parcel contained 
the decree of appointment, a metal rule and a metal disk 
authorizing the free use of stage horses, but also used as 
his badge of authority. He always travelled in disguise 
usually as a beggar, closely followed by a band of disguised 
guards. It was only when he sat in judgment on corrupt, 
mis-governing prefectural magistrates that he came to the 
fore in the public eye. When he thought it necessary to re- 
move a magistrate, after hearing and sifting what was said 
of him among the people, he would make his formal ap- 
pearance at the prefectural office by showing his disk and 
one of his guards crying out that the Royal Deputy Inspec- 
tor had appeared. He would enumerate the crimes and 
misdeeds of the magistrate in question. He would seal up 
every box and safe in the office, and send in his impeach- 
ment to the Central Government in Seoul. Then there 
was no saving the doomed magistrate. 

(7) A popular riot or uprising used to end the official 
career of an unpardonably corrupt magistrate. It was done 
in a most effective way. The magistrate was made to sit 
in a straw-plaited vessel, carried out of his official residence 
to a place some distance nearer his home, and left to his 
own best devices. Usually no other violence was done 
him. Punishments were meted out to the ringleaders. 
But there was no escorting back the magistrate and hold- 
ing up his official dignity with force. A mobbed magistrate 
was a done magistrate, whatever happened. 

Now I will talk a little about religions in old Korea. 
My discussion will necessarily center on religious tolerance, 
an important factor in a democracy. Christianity made 
its appearance in modern Korea, and will not be dealt with 
except in contrast. We have had no crusading religion, 
and Confucianism and Buddhism, undoubtedly the most 
dominant religious powers in old Korea, lived peacefully 
side by side. Koreans are too rationalistic to be fanatics. 
No witch-hunting, no inquisition, no bloody religious feud 
as is witnessed in the present India can be traced in the 
history of Korea. Indeed much devil was raised against 
the introduction of Christianity, primarily because people 
feared the political domination that they thought was to 
follow it. Confucian scholars made no secret of reading 
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Buddhistic Bibles. They went so far as to regard the 
knowledge of Buddhism as a scholastic accomplishment. 
The learned Buddhists did the same, or much more out of 
necessity, for they recognized the fact that after all Con- 
fucian teachings were undoubtedly the one dominant in- 
fluence in moulding Korean mind, political outlook, moral 
conceptions, customs and manners, and general outlook on 
life. We are yet to learn religious democracy or interna- 
tional democracy. If it is wrong to insist upon the monop- 
oly of one religion, it must be equally wrong to insist on 
the monopoly of one single political ideology. But democ- 
racy demands that states of various political ideologies 
should behave well so as to enable states of different politi- 
cal views to pursue their own courses best suited to their 
own conditions. Furthermore, democracy must see that 
any country bent upon destroying all other systems than 
its own by force or by any other undemocratic means 
should be encircled, at least, or, if necessary, eradicated, 
for, by waging a war against democracy, it has forfeited 
its right to expect protection from democracy. What we 
do to an unlawful anti-social individual in a democratic 
community must be done in kind to a law-breaking nation 
in a world democracy of nations. You cannot segregate a 
dangerous nation exactly as you do a dangerous person. 
The only equivalent to imprisonment is encirclement. The 
only effective way so far known of executing international 
decapitation is war. A nation has no more right to ask 
another nation to be like it than a person to demand an- 
other person to look like him. Democracy should have 
room for variation. Regimentation, national or interna- 
tional, is bound to undermine democracy. On the other 
hand, democracy demands that the same law and order 
should regulate the relations between varieties. To return 
to our subject, some say that Confucianism is nothing but 
a political science. But it is to be wondered whether a 
science can mould the human mind, spirit and character 
to the degree that Confucianism has done. No one will 
call Christianity a political science because it has contributed 
so much to democracy. We all know that religion has 
more to do with human heart than anything else. Christi- 
anity aims at sublimation of emotions, Confucianism con- 
trolled emotions, Buddhism abnegation of emotions, per- 
haps, by the way, a necessity for a super-emotional people 
that fall upon one another’s neck for religious reasons. 
Christ says, “Love thy neighbour as thyself.” Confucious 
says, “Love thy parent and child first and extend that love 
to thy neighbours’ parents and children.” For ought | 
know, Buddha may be saying, “Regard thyself as some- 
one else.” This “someone else” may mean even an inani- 
mate thing, say, a stone. Christ spoke of God, Confucius 
of man, Buddha perhaps of things. In answer to a ques- 
tion on spirits, Confucius said, “Not all is known of man, 
how can we know spirits?” The Confucian position is 
that of moderation, rationalism, humanism. “Government 
for the people” is the Confucion idea. ‘Father King” and 
“son Subject” are the Chinese phrases epitomizing the Con- 
fucian political philosophy, so faithfully practiced in Korea 
as nowhere else. A Chinese Monarch tried to sound 
Mencius, another moving spirit of Confucianism, by asking 
him if the act of killing Chu the Tyrant was not traitori- 
ous, and his reply was, “I heard of the killing of an in- 
dividual called Chu, not of a king.” Mencius held that 
unpaternal king was no longer a king. He said on an- 
other occasion, “If a king regards his people as dirt, the 
people have a right to treat him as a foe.” Mencius was 
a born democrat. If he were living now, we should en- 
joy to hear him smashing up communism in his peculiar 
eloquence full of gusto. 
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Now for international relations of old Korea. Up to the 
time of the Japanese Annexation, Korea had never known 
foreign subjugation throughout her long history of more 
than forty centuries. Nor had she ever been, not even 
once, an aggressor. All the numerous wars she had to wage 
were defensive wars without one single exception. What 
we wanted was a peaceful autonomy, the minimum right 
of any people, and had it until Japan wrested it out of 
our hands to carry out her agressive designs on the con- 
tinent of Asia. It is true that we, from time to time, 
submitted to China in her claim to nominal suzerainty 
over Korea. But it was nominal always in the strictest 
sense of the word. In substance, it was nothing more and 
nothing less than a military alliance to which China wanted 
to bind us down perpetually. Strangely enough, China, 
with all her immense resources, has never been internation- 
ally aggressive, and consequently she has had no occasion 
to use us in an offensive war. Indeed Kubla Khan sought 
our collaboration in his plan for the conquest of Japan. 
But, properly speaking, he was-not a Chinese but a Mongol. 
On the part of Korea, Chinese suzerainty was merely a 
matter of our King Kowtowing to the personal deputy of 
the Chinese Emperor, never resident but periodically sent 
as a sign of amity, and that not oftener than once a year. 
We could stand it. It involved no aggression, economic 
or otherwise, no interference in our politics. We could 
afford to wink at our Kings’ diplomatic Kowtowings and 
forget. China early learned the strategic importance of 
Korea and studiously refrained from any policy that might 
tend to drive Koreans into the hands of her possible enemy. 
To remove all economic causes of friction, China went so 
far as to forbid her nationals to migrate into Korea by 
capital punishment. This accounts for the almost non- 
existence of the Chinese population in this Land of Morn- 
ing Calm. You will find fewer Chinese here than in any 
part of the populous world you have been to, which has 
been open to this ubiquitous race. When Korea was opened 
up for foreign trade largely through the initiative of the 
United States, China became suddenly nervous and jealous 
and sent Wuan Shin Kai as the resident deputy of the 
Chinese Emperor, the first of its kind in the long history 
of Korean Chinese relations, encouraging her nationals to 
swarm into the peninsula to outnumber those of other 
nations. It will remain an ironic fact that real subjugation 
began with our nominal independence. Strangely enough, 
the Chinese population increased under the Japanese rule, 
because their cheaper labour was desirable. 

On the whole, we got along quite nicely with China all 
the time. China understood us so thoroughly that we in- 
variably became attached to the existing Chinese dynasty. 
It was so much the case that we used to resent the new 
dynasty-maker in China more than the Chinese themselves, 
out of sheer respect for and attachment to the old dynasty 
we had no faults to find with as far as we were concerned, 
though the Chinese themselves may have had reasons to 
welcome its downfall. But as soon as everything settled 
down and China resumed her peaceful traditional policy 
toward Korea, all was well again. We were both peace- 
ful nations. Any enemy to Korea was an enemy to China 
too. In the Hideyoshi Invasion three and a half centuries 
ago, we fought Japan together. China sent us a hundred 
thousand of her troops to assist us. But we had no more 
reason to thank her than she us, for we were fighting her 
fight as well as our own. Our subjugation would eventu- 
ally lead to her own victimization. Yet we did not rely 
solely on the Chinese assistance. We did our bit fairly 
well. We bore the brunt of the bloody war. With only 
arrows and stones against the firelocks of the invading 
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Japanese, we, like a sturdy little people, bravely bore the 
burden of seven years’ internecine warfare. Thousands and 
thousands fell in the hopeless struggle, out of sheer loyalty 
they bore to the throne and the nation. 


It is an impression the world over that we Koreans are 
a weak effeminated shilly-shally people. Nothing is further 
from the truth. To be frank, we are of a sturdier stock 
than the Japanese. With no seas to protect them from 
the persistent pressure of nations far superior in power 
and number it may well be a matter of wonder whether 
Japan, were she geographically situated as Korea is, could 
have so well succeeded as Korea has in keeping her identity. 
She might either have got involved in some impossible in- 
ternational scrape and wiped out by superior power or 
wearied into a complete submission as to lose all identity. 
We were consistently cautious, steady, and unyielding. 
‘This sense of caution, rather a matter of intuition than 
any conscious act of wisdom, prevented us from trying to 
become a militaristic nation even after the terrible lesson 
of the Hideyoshi ‘Invasion, which made such havoc of 
Korea. In those days of little information, of slow trans- 
portation, which meant slow mobilization, of hand-to-hand 
battles, when numbers little counted and personal prowess 
was everything, any rumour of our going militaristic would 
inevitably rouse Chinese suspicion, the last thing we wished 
for. We simply did not wish to have China made into 
our enemy by becoming a positive nation. We could not 
risk our good relations with China even for the purpose of 
ufeguarding ourselves against the probable recurrence of 
Japanese attack. We could not but resign to that pos- 
sibility as to that of a hurricane or an earthquake. 

| have not met with any of my fellow countrymen who 
was not confident that he could tackle a couple of Japanese 
or Chinese or Russians. Still the people are weak as a 
nation. Again it is to be reminded that with us Koreans 
it was from an instinct of self-preservation that we have 
been keeping positive nationalism under check. But once 
when we are released from this self-imposed ban_neces- 
sitated by international situation we have known through- 
out our long national existence; once when the peace-up- 
holding nations of the world find a most stable and reliable 
collaborator for peace in the peaceful but sturdy Korean 
people; once when they find Korean strength an asset to 
the world of democracy instead of its ever becoming a 
threat; once when they wish for Korea being a positive 
nation with all their heart and assist her to be such, I am 
sure, you will find all that is desirable for the making of 
such a nation, quite ready-made, in a people that has sur- 
vived all kinds of international adversity, ever since the first 
page of its long history was written. If democracy aims 
at world peace, a people to whom aggression has always 
been not only a physical impossibility but also a tempera- 
mental impossibility, ought to be entitled to a place in a 
democratic world order. 

| feel 1 must not pass this occasion without touch- 
ing, however, slightly, upon the relations between man and 
woman as we find them in the past. I am rather proud 
of our women. I am afraid, few countries can boast of 
better feminine stuff. ‘They are loyal, hard-working, staid, 
devoted yet proud enough to maintain human dignity. 
They have never been subjugated beings as some people 
are inclined to believe. They have been treated more 
democratically, that is more humanely, than you can _pos- 
sibly find in any other Oriental people. They have never 
known the ignomimious practice of kneeling before their 
husbands. Nor have they known the wicked vice of hav- 
ing feet bound and stunted. They have never been brow- 


beaten by their grown-up sons as is often witnessed in our 
island neighbour. There are too many cases to be enumer- 
ated where they proved themselves efficient co-workers in 
their husband’s tasks often momentous and difficult tasks 
and real sharers of their joys. Our Queen Dowagers used 
to rule the country during the minority of their sons or 
grandsons. At any rate, our conjugal relations were those 
of equals and never verged on those between lord and slave 
often reminded of by a Japanese man and wife. 

To sum up what I have said, we have had no type of 
King who felt autocratic enough to regard himself to be the 
law or state itself. There was always some principle or 
other to rule or curb him. “The people are the founda- 
tion of the state.” “What the people most prize is decent 
living,’ were the stock phrases of our political philosophy. 
To show a sympathy for the laboring masses, the King 
had a rice paddy field of his own to till, which formed an 
annual court rite solemnly held surrounded by onlooking 
crowds. The Queen had a separate quarter in the palace 
where she cultivated silkworms and did her share of spin- 
ning and weaving. Whenever the King met with a cart 
conveying documents of national registration in the street, 
he called his progress to a halt, alighted from his sedan 
and bowed to the cart by way of paying his repsects to the 
whole nation. An officer, no matter how high his station 
might be, alighted from his horse or sedan and had to walk 
past a group of peasants, if they happened to take a midday 
meal in the open field near enough to the route he happened 
to go along. We are often called an unemotional people. 
The truth is that our emotions were wholly absorbed in 
or functioned through certain set moral channels such as 
chastity, loyalty, filial piety and the like. On the contrary, 
our ancestors felt rather strongly, and fearlessly gave ex- 
pression to what they felt even amidst the indescribable 
tortures they underwent. Their sense of right and wrong 
was vehement and they possessed the uncompromising in- 
dividuality of a martyr. They knew they were going to be 
butchered but they preferred death to dishonoring their 
kings’ summons. 

After all, the strength of democracy is conscientious and 
fearless individuality. So long as a state derives its power 
from the aggregate majority will of enlightened and coi- 
scientious and independent individuals who regard it their 
supreme duty to hold to and express their honest views 
uncompromisingly and fearlessly, it is, then a blessed edifice 
built on rock that rain and wind can never shake. Let me 
end my talk by quoting Emily Dickinson, the greatest poet 
America has ever produced. It is by living her poem alone 
that we can hope to attain our reliable and serviceable 
individuality. 

My soul accused me 
And I quailed 

As tongue of diamond 
Had reviled. 


All else accused me 
And | smiled, 

My soul that morning 
Was my friend. 


Her favour is the best 
Disdain 

‘Toward the artifice of Time 
Or Men, 

But her disdain—’t were 
Cooler bear 

A finger of enameled fire! 
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Peaceful Stability in Hemisphere 


COLLECTIVE RESPONSIBILITY FOR COMMON DEFENSE 


By GEORGE MARSHALL, United States Secretary of State 
Delivered before the Inter-American Defense Conference, Petropolis, Brazil, dugust 20, 1947 


WELCOME this opportunity to participate with so 

many distinguished statesmen in the Inter-American 

Conference for the maintenance of continental peace 
and security under the direction of the permanent chairman, 
His Excellency Raul Fernandes. 

It gives me an opportunity to renew friendships with 
many of you and to meet others for the first time. May I 
express to you particularly, Mr. Chairman—and through 
vou to His Excellency, President Dutra—the appreciation 
and admiration, which I, my associates and my Govern- 
ment feel for the generous hospitality of Brazil in its role 
as host to this conference. 

While this is my first experience in a Pan-American con- 
ference, | did have a rather intimate experience in confer- 
ences with your military representatives during the war 
vears. It was my honor and pleasure on one occasion, in 
1940, to have all of your chiefs of staffs as my guests. So 
I do not feel quite a stranger to the proceedings of this 
gathering. 

We are here to add to the strength of the structure for 
peaceful stability in this hemisphere. The foundations of 
this structure have already been laid at Buenos Aires, Lima, 
Panama, Havana and Mexico City and we are molding 
it within the framework of the Charter of the United 
Nations, which our Governments joined in writing. The 
frame of reference for this meeting has therefore been clearly 
established. 

The immediate task we face at this conference is to draft 
the treaty contemplated in the Act of Chapultepec. In 
that act we jointly declared that every attack by a state 
against an American state shall be considered as an act of 
aggression against all and we provided for collective sanction 
against the aggressor. This principle of collective respon- 
sibility for our common defense is a natural development 
of Inter-American collaboration. 

We have been for years a community of nations, with 
deep traditions of cooperation and mutual respect. We 
turn now to the drafting of a treaty to establish a com- 
munity responsibility, to defend by collective action any 
member of our regional group that may be the victim of 
an aggression. 

This is but one step. Our broad objectives require that 
we simplify and make clear the exact procedures of pacific 
settlement whereby such Inter-American disputes as may 
arise can be effectively settled through peaceful means. At 
Bogota, in January, we shall formulate the treaty designed 
to give effect to that purpose. This treaty, together with 
the comprehensive organic pact on the Inter-American sys- 
tem we conclude at this conference, will strengthen the 
principle of collective responsibility and the rule of law 
in our international affairs. 

The results of our labors will demonstrate to all the 
world that peoples and nations who really want peace can 
have peace by living in an atmosphere of increasing co- 
operative action and goodwill. We all recognize, | am 
sure, that we are living in a sick and suffering world. By 
the grace of God, through the development of the strong 
bonds of Pan Americanism we have been spared the horrors 
and devastation of the war in our countryside. Perhaps 





distance fom the scenes of the great tragedy makes us slow 
to comprehend the necessities. Nor do I think we are sut- 
ficiently aware of how vastly important to the future of 


the Old World is the unity of the New. 


The grave political problems confronting the world to- 
day are largely due to the complete disruptions of normal 
economic and social relations. The extent of this confusion 
is much more marked in Europe and the East than in this 
hemisphere. Our problems are long-range peacetime prob- 
lems requiring more intensive economic planning for the 
more efficient use of the tools of production and of the 
abundant resources at our disposal with which to raise the 
general standard of living of this hemisphere. The resources 
and technical skill of private enterprise, the resources of 
our Government and of international agencies, such as the 
Pan American Union, the World Bank and International 
Monetary Fund, must be intelligently applied to the efficient 
and fair development of this productive capacity. 

The Government of the United States of America has 
assumed unusually heavy burdens in a determined effort to 
meet the minimum economic requirements of the - areas 
devastated by war and now threatened with starvation and 
economic chaos. In assuming this burden we have not lost 
sight of the economic problems of the Western Hemisphere. 
As a matter of fact the economic rehabilitation of Europe 
is vital to the economy of this hemisphere. My Government 
will continue to take up economic questions with its sister 
republics and seek a sound basis for practical cooperation. 
Each of our countries must do its part in the achievement 
of this goal. 

‘The economic problems caused by the war have developed 
political and moral problems in Europe and the East which 
can not be ignored. We of the American republics won our 
freedom in the name of democracy. We have fought for 
the dignity of the individual—an individual endowed with 
certain inalienable rights that can not be taken from him 
by any law or degree, an individual whose standards of 
moral conduct are the essence of a peaceful world. 

But what is more important, we are devoted to the prin- 
ciple that states and nations should be bound by the same 
standards of ‘moral conduct we set for the individual. Good 
faith and fair dealing, honesty and friendly cooperation, 
mutual respect and freedom of intercourse—these we ex- 
pect of each other as individuals, these we should demand 
of each other as states. 





This is the basis of our fundamental belief in the equality 
of individuals, of the equality of states. 

We must reject encroachment upon the fundamental 
rights of the individual with the same determination that 
we reject any encroachment upon the fundamental rights 
of the state. I am confident that we all agree that the state 
exists for man, not man for the state—and that we abhor 
any limitations upon the freedom of expression of men 
throughout the world. For only when we have access to 
the thoughts of men, to the forces of public opinion free 
of coercion or connivance, only then can we develop a 
wholesome common interest while at the same time respect- 
ing separate national traditions. 
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We of the Americas, I think, have achieved this goal— 
we have no secrets from each other—we have confidence in 
our pledged words because we know the forces of public 
opinion from which they stem. We stand to all the world 
as an example of states striving to live in harmony, deter- 
mined to abide by the same principles of moral conduct 
we demand of the individual citizen. 

With a foundation of these principles we can have faith 
and assurance that we can solve the problems that may 


present themselves in the years to come. Today at Rio de 
Janeiro, our concern is with mutual defense and security; 
tomorrow at Bogota we shall go on to reorganize and 
strengthen our inter-American system and to make it a 
more effective agency of cooperation in the pursuit of our 
common interest. 

With good will and mutual respect for one another, both 
of these objectives will be attained. And the world will 
learn, I hope, a great lesson. 


The Preservation of British Way of Life 


HARD WORK, FAITH AND VISION NEEDED 
By CLEMENT W. ATTLEE, Prime Minister of Great Britain 
Broadcast to the Nation, London, England, August 10, 1947 


HAVE no easy words for you tonight, nor, as you may 

have seen in the press, must you expect high phrases 

or eloquence, but | want to hold your interest and stir 
your imagination, and this is best done by simple and 
straightforward words. Listen with me to the end, and 
think and talk over what | have said afterward. I have 
a heavy responsibility upon me, but you have too. 

You will know the serious economic position of our coun- 
try and the drastic steps which the Government is taking 
to overcome our difficulties. The measures which we are 
taking will affect everybody—wage earners, managers, tech- 
nicians, producers and consumers alike. The problem that 
faces us can only be solved if everyone shares in the sacrifices 
necessary and joins in the work required for success. 

For this reason I want to tell you simply what the posi- 
tion is, why it has come about, and what we must do to win 
through. 

Ever since the population of this little island grew large, 
trade has been its livelihood. We imported food and raw 
materials and paid for them by exports of coal and manu- 
tactures, by earnings from shipping and other services, and 
by interest on foreign investments. The first world war in- 
jured our position seriously, the second had far worse effects. 

When we stood alone in the Second world war, we 
threw all that we had into the battle. Not only did we stake 
the sense and courage of our people, but also our material 
resources. We sold our foreign assets. We reduced our 
production of civilian goods to a minimum. We lost nearly 
all our export trade and much of our shipping. 


Lenp-LEASE HELP 


When the United States entered the war, we pooled our 
resources, and the generous provision of lease-lend kept us 
supplied with essentials and enabled the war to be won. 

When the war ended lease-lend stopped. We had to start 
our national life anew knowing that in the future we must 
rely entirely on our own resources and work to provide our 
standard of lite. To do this a definite plan was required to 
suit our new conditions, and this was put in hand by the new 
Government returned to power on a definite program. We 
had to secure that the great basic industries on which our 
industry depended, coal and electricity, steel and transport, 
were put into a fit condition to serve the country. 

The agricultural industry had to be given security so as 
to produce all the food our land can bear, and we had to 
produce more goods for export so that we could pay for 
what we required from abroad. 

But we started with a heavy handicap. Houses and fac- 
tories had been destroyed by blitz. Much of our equipment 
had been run down. Our stocks of goods, as you all know 


from personal experience, needed renewal. Our industries 
had been turned to war purposes. Great numbers of our 
workers were in the armed forces, and we had heavy com- 
mitments overseas which we could not avoid if we were to 
play our part with our Allies in dealing with the settlement 
of the world. 

We needed time to recover. To gain this time we bor- 
rowed from the United States and Canada, dollars which 
would, we hoped, carry up through at least till 1949. But 
whether these loans would give us enough time depended 
on a number of factors outside our own control. 

A good beginning was made. The immediate tasks of 
getting the men and women out of the forces and back into 
industry, and of turning over our industries from war to 
peace production were done with very little friction. A 
great deal of reconstruction and repair was carried out. The 
immense work of providing permanent and temporary houses 
for the people was begun. Great measures of social security 
were passed into law, and the reorganization of our basic 
industries was taken in hand. Above all, we made a great 
increase in our export trade. 


1946 Exports Asove 1938 


‘The volume of exports in 1946 was greater than in 1938; 
this was no mean achievement. 

But our recovery was hampered by a shortage of labor and 
of many raw materials, and of feeding stuffs for agriculture, 
and by the world shortage of food. 

Throughout this period we had to try to keep a balance 
between providing the things which our own people needed 
so much, and exporting as great a volume of goods as we 
could in order to pay for our imports. 

This progress was set back at the turn of the year by the 
insufficiency of coal and electrical power. The long neglect 
of the coal industry and our inability to produce new elec- 
trical plant during the war, resulted in these industries’ 
being unable to cope with the heavier demand resulting 
from full employment and the increased domestic demand. 
This was made worse by the very severe winter which also 
hit industry and agriculture. 

But there were other and more serious adverse factors. 

The world scarcity of food resulting from the ravages of 
war and bad harvests in many parts of the world increased 
the growing demand on the resources of the American Con- 
tinent. Prices began to rise. This meant that we had to 
spend more of our borrowed dollars on everything we needed 
from there. We also had to pay with dollars for food for 
our late enemies in Germany in our zone. 

The recovery of trade and industry in Europe went for- 
ward far more slowly than had been hoped. The destruction 
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had been more widespread, the disruption greater. Delay 
in making the post-war settlement involved us in expense for 
troops overseas. 

Other countries beside ourselves found themselves short of 
dollars, and this increased the drain on our resources. 

In the last two months our supply of dollars had been 
running out at a rate which would exhaust the American 
and Canadian loan before the end of the year. We should 
then be driven back on our last reserves. 


BriraAin ON Her Own 

We have, therefore, to face now before we have recovered 
from the effects of the war, and before our long-term plans 
have taken effect, the necessity of relying entirely on our own 
resources. 

This is a situation as serious as any that has faced us in 
our long history. We must, therefore, act vigorously and 
drastically. 

First, we must deal with the immediate problem by re- 
ducing our overseas expenditure even although that involves 
heavy sacrifices on everyone in the community. You have 
been told of the reductions that we are making in our im- 
ports of food from dollar sources. We shall try to make 
them up by imports from elsewhere, but some restriction is 
inevitable. 

We are cutting down imports of such things as films and 
tobacco, which are not essential. We are reducing our armed 
forces abroad and re-examining the whole scale of our 
armed forces. This is not a thing which can be done by a 
stroke of the pen. 

But cuts in expenditure are only a partial and temporary 
remedy. The essential thing which we have to do both for 
the immediate emergency and for our economic future is to 
increase production and to concentrate on the things which 
are absolutely vital. 

We must increase our home production in food. 

We must increase our production of coal and steel. 

We must make our transport fully efficient. 

We must produce more goods for export. 


Economic BatrLe AHEAD 

To do this we must delay providing ourselves with many 
things that we should like in order that the materials and 
labor may be made available for the things we must have. 

Just as in the war we had to devote our energies to pro- 
ducing guns, airplanes and other weapons and had to stop 
making other things, so today we must concentrate on what 
we need to win victory on the economic battlefield. 

I know that the carrying out of this plan will mean hard- 
ships for all of us. The Government has been under con- 
stant pressure from all sides to provide more clothes, more 
furniture, more consumer goods of every kind and to put 
in hand all kinds of desirable improvements. We have not 
been able to do all we could have wished with the resources 
at our disposal. Now we shall have to postpone the supply 
of these things still longer. 

The broad plan has been laid down by the Government 
but to carry it out will demand a united effort by the whole 
nation. You cannot expect all the details at once. They 
will have to be worked out industry by industry as the plan 
develops. : 

What does this mean to all of you as individuals ? 

Clearly it means the willing acceptance of sacrifices for 
the common good. 

We are resolved that there should be as far as possible 
equality of sacrifice. It is not fair to expect one section of 
the nation to suffer while others do not, for some to work 
harder while others take no share or for some to make losses 
while others make large gains. 


I believe that nearly all will willingly put their shoulders 
to the wheel, but there may be some who will not. It is for 
this reason that the Government have introduced a bill 
which, while it gives no greater powers than were given to 
the present Government in 1945, enables them to be applied 
to the present crisis. The Government is determined that 
nothing shall stand in the way of our recovery. 


Support oF ALL 


I want every individual to accept willingly what the 
emergency calls upon him or her to do, and also to think 
out what additional contributions can be made. We shall 
need longer hours of work from some, change of jobs for 
many, harder work for all. We shall need a readiness to 
learn new techniques to make adaptations. Others will be 
asked to look again at established trade practices which may 
in these new circumstances hold up production. 

Others may be asked to postpone claims for higher wages 
or changes of conditions, however desirable they may be in 
themselves. 

Equally, we shall need still greater efficiency in manage- 
ment and willingness to cooperate with the workers and 
joint production councils, so that all may work together as 
a team. Those who direct industry must be prepared to 
switch from more profitable work to that which is essential. 
They, too, will, I believe, realize that the national interest 
must come first. 

To do this will require a national effort comparable to 
that which we developed during the war. 

I know how great a burden has been, and is being, borne 
by the women in our homes. It would not be human if they 
did not grumble a bit, but I am sure that they will continue 
to show patience and cheerful acceptance of difficulties as 
they have done in the past. 

The nation will need just as it did in the war the work 
of women on the land and in industry if we are to raise our 
production. 

There is the need for all of us as citizens to make as little 
demand on the national resources as possible, to avoid waste 
and to add whatever we can to the nation’s wealth. 


SeLr-Hevtp 1s EsseNTIAL 


I have tried to set before you the facts of the situation 
because I know that if you are told the facts and what must 
be done, you will respond. The way out of our difficulties is 
hard, but there is no alternative. We cannot rest upon the 
help which our fellow members of the Commonwealth have 
been and are giving us so generously. And even though 
plans may be put forward by our friends in America to help 
to bring prosperity back to Europe, we must stand on our 
own feet. We must regain our economic freedom and get 
into a position in which we pay for all we need by our own 
exertions, 

The people of this country have always risen to their 
greatest height when the peril was greatest. The harder the 
trial the stronger has been their courage and determination. 
I cannot tell you. how soon we shall emerge into easier times. 
That will depend partly on the world situation, but mainly 
on our own exertions. But I am certain of victory. Our 
natural resources in this country and the skill and industry 
of our people when fully utilized are great enough to ensure 
this. 

Our reward for our sufferings and exertions will be the 
re-establishment of our country on a sure basis, and the 
preservation of the British way of life. That way of life 
has spiritual values which far transcend in importance its 
material basis. 

To gain this reward we need hard work, but we also need 
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faith and vision—faith in our democratic life and in the 
moral values by which we live, faith in freedom and social 
justice, faith in the contribution which we have to make to 
the progress of the world, and faith in ourselves. We need 


to have vision also, vision to see beyond our present trials 
a Britain free and prosperous, a member of a great common- 
wealth of free nations, taking its part in a world society of 
peaceful and happy peoples. 


Silent Partners 


ERRORS COMMON TO MEN 


By CHARLES L. ANSPACH, President, Centrai Michigan College of Education, Mount Pleasant, Michigan 


Delivered at Commencement, Senior Night Exercises, Central Michigan College of Education, 
Mount Pleasant, Mich., June 5, 1947 


FATHER and son were discussing the importance 

and significance of success. ‘The son finally said, “It 

must be great to be famous and have people remem- 
ber vou. Now, there was Paul Revere. He was a great 
man.” The father responded, “Yes, Paul Revere was a 
real man, but do you know the name of his horse?” Of 
course the boy did not know the name of the horse and we 
do not know for tradition or history does not record its 
name. The father then said, “Did you ever stop to think 
that Paul Revere could not have taken the ride if it had 
not been for the horse?” Like the boy we do not often give 
much consideration to the horse, with the result that we do 
not completely understand success, or develop true appre- 
ciation for the ladder by which we climb. 

‘The world is full of silent partners and unknowns, We 
have forgotten to record the names of the horses on which 
we have ridden. The architect who designs the Cathedral 
is known: the names of the contractors are recorded, but 
the names of those who also toiled are unknown—they are 
the silent partners. We look into the sky and bring the 
mysteries of other worlds into the range of our vision with- 
out a thought as to the makers of the telescope. “Those 
who aided in the construction of the telescope are our silent 
partners. The great of all wars are honored and rightly 
so, but frequently those who fought on through the night 
viving “sweat and blood and tears,” are forgotten. The 
United States government understands the importance of 
the unknowns who have been silent partners in times of 
national crises, for night and day the tomb of the unknown 
soldier is honored by a soldier guard. Unknown in name, 
his service to country and fellowmen shall never be for- 
gotten. We would do well if we, like our government, 
set an honor guard for our unknowns. 

‘The tendency to forget, to fail to recognize our silent 
partners is not confined to governments, societies and organ- 
izations. It is a peculiarity of human behavior, As _ in- 
dividuals, we forget our silent partners. Louis Untermeyer 
has very well said: “Greatness has always been a mark 
to aim at. In these rudderless days, when we are misguided 
by small and fumbling minds, it is not only inspiring but 
imperative to ‘think continually of those who were truly 
vreat’. Soldiers on forgotten fields of battle, scientists in 
makeshift laboratories, stubborn idealists fighting to save 
a lost cause, teachers who would not be intimidated, tire- 
less doctors, the anonymous army of dreamers and doers 

all these by their very living tought for everyone. They 
sacrificed hours of ease for our casual comfort; they gave 
up safety for our security, glorifying the heroic spirit of 
man, they added to our stature.” We recognize that grati- 
tude should prompt us to remember and not forget, but 
memory is short and human frailties are not easily set aside. 

We forget our silent partners because of three errors 
common to men: 


First:——-Vhe error of believing that man is self-made. 


While a student in preparatory school, 1 well remember 
hearing the president of the academy say that if man were 
self-made he would be very poorly made. I think we 
would all agree, but fortunately man is not entirely self- 
made. Growth in all its aspects, physical, social, moral, 
intellectual, is an unconscious as well as a conscious process. 
We may remember the source of some aspects of our devel- 
opment, but we are unable to definitely and accurately 
identify many elements of ourselves. We know, in a gen- 
eral way, the factors and forces which have influenced us 
but we do not know the extent or degree of change brought 
about by these factors and forces. How many times have 
we presented an idea without realizing that we were repeat- 
ing the thoughts of another? This being the case, we tend 
to accept without recognizing those who have added thought 
and personality to that which we so proudly proclaim as 
our own. In short, when we call ourselves self-made, we 
are in error for we are a part of all the ages. I think it 
was Napoleon who reminded his soldiers as they stood in 
the presence of the Pyramids, that centuries looked down 
upon them. One should be humble when he understands 
that centuries look down upon him. As he looks upward 
and sees the glories of the ages which are his because of 
the unknowns, he should establish his true relationship to 
others and thus free himself of the error of believing that 
man is self-made. It is well to remember with the wise of 
the Far East, “Even the emperor has straw-sandalled rela- 
tives,” and, “The fame of great men ought always to be 
estimated by the means used to acquire it.” 

Second:—The error of self-sufficiency. Some years ago 
I knew a young and successful business executive. He started 
with very little in the way of tangible assets but because 
he was rich in the intangibles, he accumulated a consider- 
able fortune. While he was making his money and acquir- 
ing his property, he was considerate of his employees and 
active in community affairs. After he arrived at a. place 
of considerable importance, he changed. He developed an 
attitude of superiority. He felt he had achieved through 
his own efforts and, therefore, he was indebted to no man. 
He was no longer considerate of his employees, and an- 
nounced that he had worked long enough for his fellows, 
and like another he proposed to take life easy. Because he 
committed the first error, that of believing he was self- 
made, he naturally developed the feeling of self-sufficiency. 

Human nature seems to be such as to make it possible 
to commit these two errors. Power does things to all of 
us, but its acquisition frequently makes us overbearing] 
proud instead of humble. When man extends his person- 
ality, the sense of importance is unduly magnified. ‘The 
driver of the automobile feels a thrill for he has under his 
direction power and speed, and often forgets the respon- 
sibility he should assume because of the extension of him- 
self. ‘The speaker at the microphone is elated for his voice 














Charles L. Anspach 


689 





may be heard in the far corners of the earth, but he may 
not realize that words convey ideas, and ideas change people. 
Did you ever observe a dog in a car? Out of the car he 
is just an ordinary dog, but place him in a car and his 
ego is inflated. He acquires a sense of importance and fre- 
quently despises all who are below him. He feels self- 
sufficient. The wise men from the Far East caught the 
idea and said, ‘Learning without wisdom is a load of books 
on an ass’s back.” One who believes he is self-sufficient is 
like an ass with a load of books on his back. 

Third:—The error of contempt. ‘This error follows 
the first two quite naturally. Self-sufficiency leads to 
contempt. When one believes he no longer needs the 
help of his fellows, he soon holds them in contempt. | 
have known individuals, and without doubt you have, too, 
who forgot the way by which they traveled and those 
who might not have given silver or gold but did give the 
piece of “bread and the cup of cold water.” I say to you 
that no person is held in such contempt within the circle 
of men as he who despises the depth from whence he came. 
It is essential that we all guard against committing this 
error, for the tendency to feel superior accompanies success. 
The words of Robert Browning should sober one: 


“For I, as man with men am linked, 

And not a brick with bricks; no gain 

That I experience must remain unshared.” 
If we know that we are linked to others, then we rise and 
achieve the stature suggested by Emily Dickinson: 

“We never know how high we are 

Till we are called to rise; 

And then, if we are true to plan, 

Our statures touch the skies.” 


‘To him who overcomes and escapes the penalties levied 
against him who forgets, is given the aid of a host of wit- 
nesses, the silent partners of all ages; in science—Galileo, 
Pasteur, Curie, Priestly, Kock, Bruce, Reed, Ehrlich, Ein- 
stein, Milliken, Carver and Compton; in literature— 
Shakespeare, Wordsworth, Burns, Browning, ‘Tennyson, 
Longfellow, Bryant, Carlyle, Thoreau, Whittier, Lowell 
and Markham; in government—Pitt, Disraeli, Washing- 
ton, Jefferson, Franklin, Hamilton, Lincoln, Wilson and 
Churchill; in music—Strauss, Beethoven, Wagner, Mozart 
and Liszt; and in religion—Luther, Wesley, St. Francis, 
Knox, Fosdick and Cardinal Spellman. These watch over 
us and their words are interwoven with our words and 
ideas. Dare we forget these partners, and others like them 
who march in the procession of the great, which proces- 
sion has marched from the beginning of time and will con- 
tinue to march until time is no more? 

The answer to this question is contained in a statement 
made by the Master many years ago, “Because I live, ye 
shall live also.” The magnificent procession has marchers 
who are famous and others who are unknown. ‘They are 
our silent partners. “They march that we might have a 
better world. ‘To us is given the charge, “Because you 
live, others shall live also.” This means lives that are dedi- 
cated to hard, productive work, tolerance, idealism and 
faith. 

Productive work! There is no substitute for work. Suc- 
cess is partially the result of long hours of effort. Read 
the story of man’s achievements and successes and one reads 
the story of long, strenuous efforts, hardship, poverty, ridi- 
cule and frequently, persecution. The spirit of Cronin, 
the author, is the only answer to discouragement. ‘My 
Rome may never come, but I shall keep on trying.” 

Tolerance! ‘Tolerance is the badge of the cultured man, 
for it indicates that he possesses broad understanding and 
sympathy. If one understands, he is tolerant. Ignorance 


breeds intolerance. In the long line of marching silent 
partners, no distinction is made because of color, creed or 
race. We accept their contributions and do not ask about 
creed or race. When blood plasma was given on the battle- 
field, we didn’t ask the color of the person’s veins from 
whom it was taken. We gladly accepted. Race is not im- 
portant, but the spirit of brotherhood is very important. If 
we give, they also shall live and we develop true tolerance. 
Idealism! One of our humble and best loved Presidents 
w rote— 
“We don’t need more intellectual power ; 

We need more moral power. 

We don’t need more knowledge ; 

We need more character. 

We don’t need more government ; 

We need more culture and good manners. 

We don’t need more law ; 

We need more religion. 

We don’t need more of the things that are seen ; 

We need more of the spiritual things that are unseen.” 


Now most of these desired ends are within the realm of 
ideals. Much of progress, including the scientific advance, 
is the result of idealism; a desire to make a better world. 
May we never betray our friends of the past by being false 
to our ideals. 

Faith! The quality of faith gives men dignity and no- 
bility. In a commencement address, Dr. Hendrick Van 
Loon said to the graduates, “Have a little room, and into 
that room bring all the best thoughts you have ever had, 
and all the best in music and books. And above all, bring 
into the little room two words. When the going is hard 
you may retire for a little while into the little room and 
be calm against the onslaughts of the world. And the two 
words which | would give you and leave with you are 
these: “Dignity and Nobility.” Faith increases one’s dig- 
nity and makes one’s life noble. 

James Freeman Clark has said, 


“All the strength and force of man 

Comes from his faith in things unseen. 

He who believes is strong; he who doubts is weak. 
Strong convictions precede great actions. 

‘The man strongly possessed of an idea is 

‘The master of all who are uncertain or wavering. 
Clear, deep, living convictions rule the world.” 


‘Tonight we are surrounded by a cloud of witnesses. They 
are the known and unknown silent partners who invite us 
to join in the great procession of those who are true men— 
men who are humble; men who recognize that they are 
indebted to the past; men who assume responsibility for the 
present; and men who try to usher in a better future. Such 
men do not commit the common error of despising the 
depths from which they.came. They urge us to undertake 
hard, productive labor flanked with tolerance and idealism 
and undergirded with faith. 

To all of this, I add these lines from Harry Emerson 
Fosdick as my farewell prayer: 

“God of grace and God of glory 

On thy people pour thy power; 
Crown thy ancient Church's story; 
Bring her bud to glorious flower. 
Grant us wisdom, grant us courage 
For the facing of this hour. 

Set our feét on lofty plain; 

Gird our lives that they may be 
Armoured with all Christ-like graces 
In the fight to set men free. 

Grant us wisdom, grant us courage 
That we fail not man nor Thee.” 
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THE WHY AND WHEREFOR OF THE PORT OF NEW YORK AUTHORITY 


By AUSTIN J. TOBIN, Executive Director, Port of New York Authority 
Delivered before the Metropolitan Plan Association, St. Louis, Mo., May 27, 1947 


HE metropolitan region of New York, like the metro- 

politan region of St. Louis, has developed around the 

confluence of two great waterways, the Hudson River 
and Long Island Sound. Its interdependent residence areas, 
industries and transportation systems are separated by those 
waters and by the waters of New York Harbor. A state 
boundry line runs down the center of the Hudson and of 
the Harbor. Like metropolitan St. Louis, the three great 
land masses that comprise the region are geographically, 
historically and economically united. Their growth has been 
stimulated by the same forces and their destiny as one great 
business and industrial center will always be bound together, 
be it in depression or be it in prosperity. It is unthinkable 
that business could be good on the New York side of the 
state line and bad on the New Jersey side. It is unthinkable 
that employment could be steady on the New Jersey side 
and that we could have unemployment in New York. 

The advantages of urban living, cultural, educational, 
economic and recreational, have attracted our millions and 
your millions to the shores of New York Harbor and to the 
junction of the Mississippi and the Missouri. But the surge 
of population has always carried with it the same urban 
problems of congestion, of duplication, of waste, of inter- 
ference; getting in its own way, tripping over its own large 
urban feet. The chariot tracks graven in the narrow streets 
of Pompei are a record in stone of the same parking and 
trafic problem that is discussed in our metropolitan news- 
papers today. The regional problems of the St. Louis area 
which I read about in your press, and in the publications 
of this Association, are the same regional problems that 
brought about the creation of the Port of New York: Au- 
thority a quarter of a century ago—problems of traffic and 
mass transportation, the need for bridges and highways, 
airports, consolidated union terminals, for trucks, buses and 
railroads, to cope with the waste and high cost of metro- 
politan distribution, and the reconstruction of waterfront 
facilities. Underlying each of these specific problems in urban 
centers is the basic problem of improving all local transpor- 
tation and terminal handling in such centers if they are to 
continue to be attractive for trade, industry, and travel. 
The fundamental problem for all of us is to recognize that 
cities must be good places in which to make a living as well 
as good places to live. The vital streams of trade and travel 
must flow swiftly, surely, and economically if the commun- 
ity is to maintain and expand its economic importance. 

When we attempt to confine these vast physical problems 
within the artificial compartments of state, county, and 
municipal boundary lines, the result is as certainly headed 
tor disaster as a fire engine going down a dead-end street. 
‘Those who fixed your municipal boundary lines in 1876 
had sound political reasons for doing so. All they left for 
you was the insoluble problem of harnessing the automobile 
and the truck and the plane within those ancient boundaries. 
Just two weeks ago in his column, “The Air World,” Gill 
Robb Wilson wrote, 


“St. Louis has a problem typical of many great cities. 
Che City is surrounded by a county of high-density popu- 
lation. Numerous small Missouri municipalities fringe 


the great town itself. Across the Mississippi River lies 
the State of Illinois with several counties and numerous 
towns composing a part of the St. Louis trade area. 

“How can the City of St. Louis have a full air-com- 
merce destiny without thinking of that destiny in terms 
of the whole trade area? The answer is that it cannot 
At least one of its future airports must certainly lie across 
the river in Illinois, where there is much of its trade life 
and where there is land for a closer-to-town airport than 
anywhere in nearby counties of Missouri. 

“However, when we consider the complications of 
bringing together the City and its necklace of surburban 
towns, the County of St. Louis, the two adjacent counties 
of St. Clair and Madison in Illinois, and the two States 
of Missouri, and Illinois, we have a real problem.” 


I cannot pretend to know the answers to your particular 
regional problems here in St. Louis. But a few weeks ago 
your President, Mr. Malcolm Elliott, was kind enough to 
invite me to come here and to say that he believed that your 
regional problems could best be handled by a bi-state public 
agency, such as The Port of New York Authority. He said 
in his letter that your situation parallels that of ours in the 
New York-New Jersey area in many respects, and he sug- 
gested that the story of our experience, and of the work and 
organization of the Port of New York Authority might be 
of some value in advancing the creation of a similar bi-state 
authority here in Missouri and Illinois. 


I cannot say to you that we in New York have solved the 
terminal and transportation problems with which we have 
been struggling for so many years. The truth is that these 
problems are never finally solved. The struggle to cope 
with the speed of modern transport, with the mounting ton- 
nages of industry, with new technological devices and obso- 
lescent facilities, is one that goes on and must go on from 
generation to generation. Only acheologists deal with cities 
that have ceased constructing and demolishing and recon- 
structing. 

But I can tell you something about the agency with which 
we overcame destructive competition between the two sides 
of the state line and of how we got away from sectional 
rivalries in the development of the Port of New York 
Region. I can tell you of the statesmanship that brought 
about the organization of this country’s first authority and 
set it upon a course of comprehensive regional development. 

The Port Authority is a self-supporting, non-political 
regional agency of the States of New York and New Jersey. 
1 am told that it has established a reputation for the efficient 
and business-like conduct of public business. Its commission- 
ers are in effect a Board of Directors of the best business 
brains of the community. For its day-to-day operations and 
its planning, it has developed a career Staff, organized on 
corporate lines and designed to apply the techniques of 
business to the public problems of terminal and transpor- 
tation development in a modern metropolitan region. 

Your President has asked me to tell you what you have 
a right to expect from a well-organized regional authority, 
such as that contemplated by the joint bills, one of which 
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has just been unanimounsly passed by the Missouri House, 
and the other of which is pending in Illinois. 

It is with some trepidation that I approach any recital of 
what we may have accomplished in the regional develop- 
ment of the New York-New Jersey port area. When I was 
studying law, I read in Lord Bryce’s work that the muni- 
cipal government of St. Louis was a model of what muni- 
cipal government should be. In more recent times your 
successful smoke-elimination campaign has been the envy of 
all of us, including the New York Times, who cannot 
understand why our town should be dirty and content. A 
recital of the Port of New York Authority’s accomplish- 
ments must smack of Polonius and will inevitably seem 
boastful. Yet in the devolpment of our regional program 
in New York and Northern New Jersey we have managed 
to get out of the straight-jacket of city, county and state 
lines, and to go forward with the development of bridges, 
tunnels, terminals, harbor facilities, and airports on the 
basis of the common needs of the whole region. You asked 
for it: I can only let you judge us by our works. 

Over the past twenty-six years, The Port of New York 
Authority has sold over $500,000,000 of revenue bonds on 
its own credit and backed solely by the revenues and reserves 
of its own projects. We have built or have under con- 
struction some $280,000,000 worth of bridges, tunnels, 
waterfront facilities, and consolidated terminals for trucks, 
buses and railroad freight. We are about to accept the 
transfer of New York City’s Airports and to start work 
on a $200,000,000 program of terminal airport develop- 
ment for the New York Region. Negotiations are pending 
under which we would go forward immediately with a 
$70,000,000 program of airport and waterfront development 
in the New Jersey cities of Newark and Elizabeth. 

We have constructed or operate six bridges and tunnels 
between New York and New Jersey. Those with which 
you are most familiar are the George Washington Bridge, 
the Holland Tunnel, and the Lincoln Tunnel. They have 
cut the crossing of the Hudson from thirty minutes to four 
minutes and have stepped up trans-Hudson trafic from 
12,500,000 vehicles in 1925 to 50,000,000 vehicles in 1946. 
The arterial connections for these three facilities, all built 
and paid for by the Port Authority, stretch through nine 
municipalities, including the City of New York. These 
bridge and tunnel approaches alone were constructed at a 
cost of approximately $70,000,000. 

The Port Authority’s Union Railroad Terminal is op- 
erated by the eight trunkline railroads that come into New 
York. It handles less-than-carload freight, both inbound 
and outbound. Its function is that of a post office for 
railroad freight, which can thus be delivered to or received 
at this one station, regardless of the railroad over which it 
is carried. It affords the shippers and the railroads over 
300,000 square feet of platform, ramp, and off-street park- 
ing space centrally located in Midtown Manhattan. It cost 
$16,400,000 and is supported primarily by the rentals of 
the Port Authority Building which is constructed over the 
platform space of the Terminal itself. 

We have under construction the two largest Union Motor 
Truck Terminals in the world, one on the lower west side 
of Manhattan and the other in Newark. The Manhattan 
Truck Terminal will be three and a half blocks long. Using 
mechanical equipment, they will transfer truck freight be- 
tween the over-the-road tractor-trailer units, and the smaller 
pickup and delivery trucks. Like postmen for freight these 
smaller trucks will cover specified routes through the con- 
gested metropolitan areas. 


The Port Authority Bus Terminal, which is also under 


construction, will be a “Grand Central Terminal” for buses 
in the midtown area of Manhattan. It will handle 2,500 
buses a day and over 120,000 bus passengers. Buses will 
proceed by overhead ramps directly between the terminal 
and the Lincoln Tunnel and thus will be removed entirely 
from our congested Manhattan streets. 

On the Brooklyn waterfront, the Port Authority operates 
a modern grain terminal, together with a connecting system 
of wharves and piers. 

Just as important as these physical properties to the wel- 
fare and prosperity of the people of the region is our work 
of port planning and port protection. Our budget for these 
regional services last year amounted to $355,360. This in- 
cluded our work in connection with appearances on behalf 
of the New York Region before the Interstate Commerce 
Commission, the Maritime Commission, the Civil Aeronau- 
tic Board, the Army Engineers and similar administrative 
agencies. It included, too, the cost of studies and reports 
during 1946 on our metropolitar airports, our waterways, 
the development of our waterfront and the problems of 
mass transportation. 

We maintain offices in Chicago and Washington which 
devote themselves to the business and promotion of the Port 


of New York. 


All of the projects that I have described and all of this 
work of regional planning and port protection is supported 
solely by the revenues of the facilities themselves, all of 
which are pooled so that projects which are capable of pro- 
ducing the most revenues support those which, though they 
may have a weaker revenue-potential, are just as vital to 
the public interest. I should state however that today all 
of our facilities are individually self-supporting. The people 
of the port region are not called upon to pay a dollar in 
taxes to support the work and the facilities of the Port 
Authority. Initial advances which were made to us by the 
two States to provide equity capital have been fully repaid. 

The Port of New York District is a crossroads of the 
world’s transportation. One in every ten families in the 
New York Region earn their living through the operations 
of the port. If we are to hold the trade and commerce 
which supplies this employment, we must maintain and pro- 
tect our port trafic and encourage its commerce in the Air 
Age. This is a task that requires literally hundreds of 
millions of dollars. The Port Authority’s greatest use to 
the community is that it has today a credit standing which 
enables it to take this tremendous capital cost of modern 
terminal and transportation facilities off the shoulders of 
the taxpayers of the New York-New Jersey metropolitan 
district. 

Credit for the future is a matter of available earnings of 
proven projects and of the reserves created from such earn- 
ings. But, above all else, it is a matter of reputation for 
sound and honest business administration. Such a reputa- 
tion will have to be earned by a new authority. Once earned, 
it will become its most valuable asset. Last year, on the 
occasion of our 25th Anniversary, Governor Dewey wrote: 


“In unifying transportation and terminal facilities and 
promoting the commerce of the port, the Authority has 
realized the high hopes which the two states shared when 
they created the agency in 1921. During my own ad- 
ministration, I have been repeatedly impressed by the 
prudence and soundness with which you have managed 
the public affairs entrusted to you. As a consequence, the 
credit of the Authority is preeminent among public agen- 
cies throughout the whole country.” 
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And on the same occasion, the New York Times referred 
in an editorial to 


“the strong credit position the Port Athority has achieved 
and maintained through wise planning and conservative 
financing.” 

Now, how did all this come about in the metropolitan region 
of New York and northern New Jersey? There are those who 
consider our Port District to be a rather rowdy neighbor- 
hood, and yet here is an example of orderliness in our public 
affairs. We are accused of having little civic spirit, and in 
many respects that is true, yet here is unified and purpose- 
ful community effort. By temperament we are competitive 
and individualistic; yet here is the submergence of narrow 
sectionalism and forward-looking effort for the good of the 
whole metropolitan region. Perhaps we were more violent 
in our early provincialisms so that their destructive con- 
sequences became more manifest to us; perhaps we made our 
mistakes earlier, learned the hard way and with more vio- 
lent doses of sectional antagonism. In 1834, when you were 
receiving the first of those eager new Americans who settled 
in the city limits of St. Louis, New York and New Jersey 
were already quarreling about their harbor boundary lines 
and jurisdictions. At one point, these quarrels actually be- 
came so severe that troops were mobilized in Northern New 
Jersey to march against New York. In 1850, when St. 
Louis was the northern terminus of the booming steamboat 
trade, the Camden and Amboy Railroad came to the New 
Jersey shores of our port. With that event, there began a 
ruinously competitive and wasteful scramble for terminal 
space on the New Jersey Shore. The “wars” over the 
harbor lighterage rates between the New York and New 
Jersey communities finally culminated in the great New 
York Harbor case of 1917. Out of that destructive litiga- 
tion, which was carried to the Supreme Court of the United 
States, came the organization of the Port Authority in 1921. 
Both sides were exhausted and in a mood to compromise on 
a port treaty of peace. We simply made our mistakes early. 
We look upon them, as you do today, and we were sad, 
and like you today, we determined to do something about it. 


EARLY LeADERSHIP 

We were singularly fortunate in New York and New 
Jersey in the character of political, legal and business leader- 
ship that came to grips with the port problem and which 
brought about the creation of the Port Authority. They 
were men who saw the problem in its broad aspects, who 
were not frightened by its magnitude and who were capable 
of rising above narrow seetionalism. 

The economic waste and the rising cost of doing business 
in the metropolitan region had been made quite clear during 
the course of those recurrent litigations between New York 
and New Jersey over our freight-rate structure. The first 
World War had emphasized the inefficiencies of the port’s 
transportation machinery under pressure. It became ap- 
parent, as it is apparent here in the St. Louis area today, 
that we needed terminals and bridges and highways and 
that, above all, we needed an aggressive and effective tool 
of modern government to develop the port area and to 
protect its commerce. 

By great good fortune, the governors of both States were 
men who measured up to the call of that hour. Walter E. 
Edge was in his first term as Governor of New Jersey, and 
Governors Alfred E, Smith and Charles S$. Whitman were 
available to take the leadership in New York. They brought 
the problem to the people in their public addresses; they 
recommended the creation of a Port Authority to the Legis- 
latures; they resisted the opposition of those local politicians 


who objected that the new Authority would not be suffici- 
ently responsive to local considerations. 

Thus, Governor Edge, in a special message to the legis- 
lature at that time, described the objective of a Port Au- 
thority as “a far-sighted interstate commission which is ob- 
livious to sectional prejudices and intent upon developing an 
important section of the country along broad lines.” 

It was perfectly obvious that the plans and objectives of 
the Port Authority required the most widespread public 
support. Al Smith said it best: 

“We can sit here and talk engineering figures for a 

year. We can draw plans for five years, but if there isn’t 
a healthy vigorous determination on the part of localities 
and organizations and people generally in the port dis- 
trict to make some change in the old-fashioned, worn-out, 
dilapidated ways of doing business in this port, the figures 
would amount to nothing. The great problem is to ex- 
cite enough public opinion behind the plan, or any plan, 
or the problem itself, so as to make the plan effective 
when adopted.” 


I have been tremendously impressed by the effectiveness 
with which your Association and other civic groups, par- 
ticularly the Aviation Council, have been carrying on this 
vitally necessary campaign for public support and under- 
standing of the necessity of regional planning and regional 
development here in St. Louis. It is heartening to see too 
that you have the enthusiastic support of the press of this 
whole metropolitan area. Without the support of the news- 
papers, we never would have been successful in creating a 
Port Authority in New York, and throughout the past 
quarter of a century it has been that same press-support 
which, believing that our projects were sound and that we 
would handle them capably, has won battle after battle 
against sectional and selfish interests. 

In the fight to establish the Port Authority, public meet- 
ings were held, articles and periodcials on the port problem 
were distributed, motion pictures circulated and the schools 
were encouraged to interest the students in the machinery 
of the great port through which so many of their parents 
earned their livelihood. This campaign for public support 
was quite successful and played a large part in overcoming 
local political opposition to the adoption of the Authority 
plan in New York. 

I think that I should call your attention to the fact that 
the work in New York was prefaced by most extensive 
economic, fiscal, and legal studies of every aspect of the 
New York problem. One of these studies alone took two 
years and required legislative appropriations by the two 
States of $450,000. It was far more than a compilation of 
existing records and data. Clockings were made in every 
part of the port, of movements of trains, cars, trucks, com- 
modities, their origins and destinations, and other pertinent 
information. An integrated plan was produced for the unifi- 
cation of terminal facilities, for the consolidation of ship- 
ments, and for a system of general port development that 
included food-terminal markets, foreign trade zones, bridges, 
tunnels, channel and canal improvements, and all the com- 
plicated and interdependent machinery that goes to make up 
the lifeblood of a great metropolitan community. 

Only through the preparation of such a comprehensive 
plan can vou evolve an ordered program for the develop- 
ment of St. Louis. It is perfectly true that any such plan 
goes beyond the horizons of what is possible and practical 
for any one generation. It is perfectly true, too, that new 
methods and techniques and equipment will make the plans 
of one decade obsolete in the next. But, if such a plan is 
competently prepared, it will give you basic principles and 
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objectives that will be as valid tomorrow as they were 
yesterday. Thus, in New York the original recommenda- 
tion of an undergound automatic electric system for the 
distribution of railroad freight from the New Jersey yards to 
Manhattan was made obsolete by the tremendous develop- 
ment of the motor truck. But the principle of unified ter- 
minals and consolidated shipments that were the basis of 
one are just as applicable to the other today and are receiving 
concrete application in the construction of the Port Au- 
thority’s system of union railroad, motor truck and bus 
terminals. 

Just as is the case in the metropolitan district of St. 
Louis, our Port District in New York is cut in two by a 
political boundary line. Prior to 1834, the States of New 
York and New Jersey had, as I have said, quarreled over 
harbor franchises, ferry rights, jurisdiction over the harbor 
islands and the boundaries themselves. 

The treaty made between the two States in 1834 effec- 
tively settled these earlier quariels. It established the bound- 
ary line in the middle of the harbor and the Hudson River, 
but gave New York police jurisdiction over the waters of 
the harbor and the Hudson River to the low-water line on 
the New Jersey Shore. 

Our regional planners of 1920 were convinced that no 
physical plans would be worth much unless the two States 
could be brought into an agreement for the creation of a 
permanent administrative agency. The legal problem of 
doing this was without precedent at that time. The problem 
of dual political sovereignty raised the picture of an agency 
of one State having jurisdiction within the territory of 
another. The distinction between sovereignty and jurisdic- 
tion had, however, already been foreshadowed in our bi- 
state Treaty of 1834, and it was a familiar doctrine of 
international law. The Compact of 1921 was written as 
an amendment of this Treaty, and was consented to by 
Congress under the Compact clause of the Constitution. 

The consent of Congress probably was not required as a 
matter of law and would not be required for the establish- 
ment of a St. Louis Regional Authority and the creation of 
a bi-state metropolitan district. As a matter of policy, 
however, and to put at rest any question of the necessity 
of Congressional consent under the terms of the Compact 
clause, which might arise particularly in connection with the 
Authority’s financing, it probably would be the prudent 
course to secure it. 

I know of no language that can describe our Port Com- 
pact more succinctly and accurately than the language of 
the Compact itself. For it constitutes its own summary of 
the problem and of the proposed solution. Thus, the Com- 
pact notes that since the Treaty of 1834 

‘“. .. the commerce of the Port of New York has greatly 

developed and increased and the territory in and around 

the port has become commercially one center or district.” 
It goes on to express the confident belief that 

“a better coordination of the terminal, transportation and 

other facilities of commerce in, about and through the 

Port of New York, will result in great economies, bene- 

fiting the nation as well as the states of New York and 

New Jersey.” 

‘The Compact finds that 

“the future development of such terminal, transportation 

and other facilities of commerce will require the ex- 

penditure of large sums of money and the cordial coopera- 
tion of the States of New York and New Jersey in the 
encouragement of the investment of capital and in the 
formulation and execution of the necessary physical 
plans ;” 

and concludes that 


‘such results can best be accomplished through the co- 
operation of the two States by and through a joint or 
common agency.” 

The Compact then amends the Treaty of 1834 and the two 

States 
“agree to and pledge, each to the other, faithful coopera- 
tion in the future planning and development of the Port 
of New York, holding in high trust for the benefit of the 


nation the special blessings and natural advantages there- 
of.” 


Article II sets up a geographic district to be known as 
the Port of New York District which includes, roughly, 
that part of the metropolitan district both in New York and 
New Jersey lying within a radius of about twenty-five miles 
of the Statue of Liberty. 

The Compact creates the Port Authority and provides 
that it “shall constitute a body, both corporate and politic, 
with full power and authority to purchase, construct, lease, 
and operate any terminal or transportation facilities” within 
the Port District. The Compact’s definition of terminal and 
transportation facilities which the Port Authority may con- 
struct are as broad as it was possible to write them. It 
even directs that the Port Authority should provide facilities 
for the handling of aircraft which, in 1921, was an amazing 
bit of foresight. It vests the Port Authority with power to 
make charges for the use of such terminal and transporta- 
tion facilities and gives it full power to acquire real estate 
and to borrow money. The specific reservation is made that 
the Port Authority shall not pledge the credit of either 
State and there is the significant omission of any power to 
tax. 

The Compact directed the Port Authority to submit a 
comprehensive plan of regional development to the legis- 
latures within a year. Such a plan was submitted in 1922 
and adopted by the two States as a part of the Compact. 
The Port Authority was authorized to proceed with its 
work “as rapidly as may be economically practicable” and 
the two States vested the Port Authority “with all necessary 
and appropriate powers not inconsistent with the Constitu- 
tion of the United States, or of either State, to effectuate 
the same, except the power to levy taxes or assessments.” 

The Port Compact and Plan has been amended by the 
Legislatures of the two States from time to time down 
through the years to meet the regional problems of the 
times, to keep abreast with technological progress, to take 
advantage of new developments in the law such as the im- 
provement of condemnation procedures, and to facilitate our 
financing. The Port Authority’s powers of regional develop- 
ment are therefore the sum of all of these amendments and 
developments over a period of the past twenty-five years. 
The latest edition of our compiled statute contains almost 
500 pages and should prove an invaluable reference book 
for your attorneys in drafting your own interstate compact. 
The powers and immunities that have proven to be neces- 
sary, the things that were originally overlooked, the clari- 
fications of language, all are neatly and conveniently avail- 
able in that volume for their convenient reference. 

The Port Authority then is the instrumentality of the 
two States for the effectuation of broad purposes of port 
planning and development. Since an “authority” is a rather 
new creature of our public law, it is not surprising that it 
is a bit difficult to place it in an exact and familiar legal 
category. Though it is created as a political subdivision of 
the States and has many of the powers and immunities of a 
municipality, its form is more closely that of a corporatien. 
And its management, its methods and its techniques are 
those of a modern business corporation rather than of a 
state or municipality. 
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The statutory form and corporate organization of the 
Port of New York Authority was modeled largely upon 
that of The Port of London Authority. The use of such a 
governmental form in the development of the regions around 
the English ports dates back to 1815. The use of the name 
“Authority” originated with the creation of the Port of 
London body in 1908, and our Authority in New York 
represented the first use of that form and that name in this 
country. 

In its proper sense, the distinguishing marks of a true 
authority are 

lst—its form as an independent corporate agency, 

2nd—its non-political operation, 

3rd—the self-supporting character of its projects and 
its reliance upon the revenues of those projects 
rather than on funds that come directly or in- 
directly from taxation, and 

4th—its adaptability to a regional approach, an aspect 
which makes it a particularly useful device in 
the development of interstate projects. 

In this connection, I should say that in my opinion the 
solution of these problems of regional development that 
necessarily cross state lines can best be solved and are best 
administered by authorities created by the states themselves 
rather than authorities created in Washington. Our Federal 
representatives from New York should have no voice what- 
soever in the creation or operation of whatever authority 
the States of Missouri and Illinois may create for the ad- 
ministration of the St. Louis metropolitan region. In the 
long run, it will be best administered if it is locally admin- 
istered, and if it is locally responsive to you people who 
know the problem at first hand. I have nothing but admira- 
tion for the honest and efficient management that has 
characterized the administration of the TVA in these first 
vears of its operation. I believe however that in its revenue 
projects it would be better in the long run if it was operated 
by, and owed its responsibility directly to, the people of the 
states of the Tennessee Valley. 

‘The success of the Port Authority has lead to the crea- 
tion, both in our own region and throughout the country, 
of many agencies which use the name “authority.” Like all 
imitators, some are good and some are very bad. Some have 
simply appropriated the name and applied it to agencies that 
were not true authorities, but simply bureaus or divisions of 
one of the established branches of government. The name 
has been used to clothe an individual with powers and im- 
munities which he could not attain under the statutory forms 
of local government. When so used, the authority form is 
simply a dangerous delegation of unfettered and autocratic 
powers. The term “authority” has been used also to lead 
the public to believe that certain public projects are self- 
supporting when, as a matter of*fact, they are actually 
subsidized by the Federal or local taxpayer. 

‘THE COMMISSIONERS OF THE Port AUTHORITY 

We have twelve Commissioners, six appointed by the 
Governor of each State with the advice and consent of the 
State Senate. They serve for overlapping terms of six years 
each and, most important of all, they receive no salaries or 
compensation whatsoever. The office of a Commissioner of 
the Port of New York Authority therefore becomes one of 
outstanding honor and privilege and is one of the most 
highly-respected public services in our community. It has 
brought to our Board men who have achieved distinction in 
public life, in business or in the professions. Though its 


compensation is only the satisfaction of public service, it is 
one of the most sought-after offices in either State. 


I know of nothing which has so added to the character, 
prestige and reputation of the Port of New York Authority 
as has the honorary service of its Commissioners. It has 
provided us with what is, in effect, a board of directors of 
wide experience and wisdom, most of whom would never 
have consented to serve on a salaried basis. To a great ex- 
tent, it has removed them from the character of office seek- 
ers and from those invidious slurs which only too frequently 
are the price of public office in a democratic system. 


It is the honorary character of our Commissioners, and 
the separation of that office from the detailed staff work of 
administration, research and recommendation, that has af- 
forded us the independent and detached judgment and guid- 
ance of some of the best minds in the New York district. 
The whole standing of any authority, its character, its moral 
tone and, very practically, its credit, will never be any 
greater than the quality of its commissioners. A commis- 
sioner who is attracted by a salary, and who has the material 
interest in his reappointment, may not measure up to those 
qualities. 

An Authority of the kind we have in New York and of 
the kind proposed here in St. Louis is a business venture on 
the scale of any of our large American corporations. At 
the same time, it is a public corporation of which the stock- 
holders are all of the people of states and counties and 
cities of the metropolitan region. Its commissioners must be 
outstanding citizens who have the full confidence of the 
people and who, at the same time, have the experience and 
the ability to fix the policies and select the staff of a corpora- 
tion of such size. To set any salary for these positions 
would detract from the office and would make it more 
dificult to get the kind of men which the Authority must 
have. 

The functions of our Commission are quite analogous to 
those of the directors of a private corporation. The Board 
meets about once a month in formal session. Most of the 
real work is done in committees, of which there are four, 
organized on a functional basis to correspond, roughly, with 
the planning, financing, construction, and operation of our 
facilities. 

Port AUTHORITY PERSONNEL 


Correlative in importance with the principle of un- 
salaried commissionerships is that of a well-compensated 
career Staff selected and promoted solely on the basis of 
ability and achievement. The selection of Port Authority 
personnel is untouched by the blight of political interference. 
Under the Compact, our Commissioners are given the au- 
tonomous power to “appoint such officers and employees as 
it may require for the performance of its duties, and (to) 
fix and determine their qualifications and duties.” In a 
recent book on the Port Authority by Prof. Erwin Bard of 
Brooklyn College, he subscribes to the boast of one of our 
former chairmen that we have “the best equipped staff of 
any public board in any part of the United States.” 


Believing that the Port of New York deserves the best 
wherever the best may be found, we have never confined 
our recruitment of staff talent either to the Port District or 
even to the two States of New York and New Jersey. In 
our professional, technical, and administrative divisions, our 
standard is only the modest one that we must have the best 
the market affords. Thus, we recently brought to the Staff 
several promising young men from the best-run office in 
Washington, the Bureau of the Budget; an outstanding 
expert in municipal finance from Chicago; a traffic engineer 
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from Indiana; and an expert on civil service procedures 
from Kentucky. 


Our clerical, police, stenographic and maintenance forces 
are recruited by examaination and are promoted through a 
system of classified grades on the basis of merit and effici- 
ency as demonstrated by their records and promotional ex- 
aminations. One of our general orders, of which all our 
employees are regularly put on notice, reads: 


“Merit, with due consideration being given seniority, 
shall govern advancement and promotion in the service 
of the Port Authority. 

“Preferential consideration will not be accorded any 
employee on account of political or other influence.” 


The employees of the Port Authority are assured tenure 
of office, that is to say, they may not be discharged, demoted 
or penalized except for cause and after a hearing. They are 
members of the New York State Retirement System. They 
have their own unions which represent them in negotiations 
with management. 

As a matter of institutional policy our salary scales are 
higher than those of most public agencies and are designed, 
together with the attraction of security and permanence, to 
be competitive with private industry insofar as that is pos- 
sible in the medium and lower-salary brackets. While we 
cannot compete with private industry in the upper brackets, 
it has been the deliberate policy of our Commission to pay 
the highest salaries of any public agency in the United 
States, and then to demand that same degree of competence 
in its Staff that the Commissioners expect in their own 
businesses, their own banks, and their own professions. 

Over 492 of our employees have been in the service of 
the Port Authority fifteen years, 672 have been with us 
ten years or more, and over 907 have been with the organi- 
zation for at least five years. 

The administrative head of the Port Authority is the 
Executive Director who is charged with responsibility for 
all activities under the direction of the Board. The Chair- 
man of the Board is the active representative of the Com- 
mission and under the by-laws is charged with the responsi- 
bility of general supervision over all its business and affairs. 

The closeness of the two positions of Chairman of the 
Board and Executive Director of the Staff requires the 
utmost of mutual confidence. The two offices are in con- 
stant communication. The Executive Director prepares all 
matters for the action of the Chairman, and the Chairman 
is the spokesman for the Commissioners, both in conference 
with the Governors and other policy-making officials, and 
also in the public press. It is necessary for the Chairman 
to devote considerable time to the work of the Port Au- 
thority though, like the other Commissioners, he receives no 
monetary compensation whatsoever. 

The administrative Staff is directly responsible to the 
Executive Director and all instructions to the Staff must 
come through him. It is not the practice for either the 
Commissioners or the Chairman to by-pass the Executive 
Director in dealing with the Staff, either personally or in 
Committee. 

It is not possible for me to describe in detail here the 
organization of the Staff, its various Departments and Di- 
visions, our procedures with respect to contracts, central 
purchasing, audit and control, or our policies with respect 
to employee relations, public relations, and the interesting 
field of our relations with state, county and local govern- 
ment. We should however be very happy to have your 
Officers and Executive Committee, as well as the members 
of the Metropolitan Development Agency Committee, visit 


us in New York, look over our operations and facilities at 
first hand, and see for themselves a regional authority in 
action. 


In connection with our relations with local government, 
one point however will be of particular interest. In the 
construction of the Port Authority's terminal facilities, the 
municipalities of the area are held harmless against any 
loss of taxes. With the statutory permission of the two 
States, the Port Authority makes payments to the cities not 
in excess of the total amount of taxes last received on the 
property prior to its acquisition by the Port Authority. The 
loss of municipal taxes as a result of the construction of these 
regional terminal facilities is thus completely eliminated. 


FINANCING 


Of the many inquiries we have at the Port Authority 
from other parts of the country, most are concerned with 
the development of our financing. A revenue bond has been 
defined as “a bond issued by a governmental body in con- 
nection with the acquisition, construction or improvement 
of a publicly-owned revenue-producing project and 
payable as to both principal and interest only from the 
revenues of the project.” Authority bonds, as distinguished 
from straight revenue bonds, carry, in addition to the rev- 
enues of the project, the general obligation of the issuing 
agency, but they are not backed by the credit of the State 
or municipality which created that agency. Here in St. 
Louis you have used revenue bonds in the financing of your 
water supply system. 

As a comparatively modern development in the field of 
municipal financing, Authority and revenue bonds have 
since made it possible for the states and local communities 
to provide approximately $3,000,000,000 of useful and 
necessary public projects. The heavy and constantly in- 
creasing costs of municipal government point to the use of 
the Authority method and revenue bonds as the most prac- 
ticable approach to the construction and operation of public 
terminal, transportation, and other public improvements 
which can be made to be self-supporting. It is a method 
which will make these projects possible where constitutional 
or statutory debt limitations would otherwise stand in the 
way and it males them possible without saddling additional 
tax burdens on the general taxpayer. Even more important 
as a matter of fundamental principle is the fact that it makes 
them possible by and through the energies and initiatives of 
local government. 

In approaching the problem of whether or not a project 
should be financed by the Port Authority or should be left 
to the initiative of private enterprise, our Commissioners 
have come to apply the test of the following principles: 

1. The Authority method of revenue-bond financing is a 
method by which government can supply or operate 
necessary public projects without increasing the gen- 
eral tax burden. 


nN 


Its field is therefore those public projects or utilities 
which can earn their own way. 


3. Assuming that regulation in the public interest is 
adequate, the general economy of the nation and of 
its people has much more to gain by the private financ- 
ing of utilities wherever private risk capital is ready 
and able to go forward. 

4. In many cases of proper Authority financing, there- 
fore, the project is in its very nature marginal. That 
is to say, that with the aid of the immunities and ad- 
vantages of operation by a public Authority it holds 
the reasonable prospect of sufficient revenues to pay its 
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operating costs and interest charges and to repay its 
capital investment, but hold no real prospect of profits. 
The revenue potential is neither attractive enough for 
private financing, nor so meager as to require general 
tax support. 


During the past twenty-six years, we have issued bonds 
for new projects or refunding purposes having a face value 
ot $511,300,000. We have expended over $249,000,000 on 
the construction of new facilities. Our revenues over the 
past nineteen years amounted to $244,000,000, of which 
457,000,000 was spent for operating expenses, $88,000,000 
for interest payments, and the balance of $99,000,000 ap- 
plied to debt reduction, the establishment of reserves and 
additions and betterments to our facilities. Our most recent 
issue Of long-term Port Authority bonds, a few weeks ago, 
reflected an interest cost to us of 1.97 per cent. In addition 
to our capital assets, we have total reserves today in cash 
or government bonds of over $40,000,000. 

It is this type of operation and of reserves which make it 
possible for the Port Authority today to undertake the vast 
capital improvement projects that are so urgently needed 
for the continued prosperity and welfare of the people of 
our region and to undertake them without further burden- 

r the general taxpayers of our cities and our two States. 

[ assume that you will be starting the way we did. In 
1921, we had no terminals, no piers, and no bridges or 
We had no income and no reserve. All we had 
were our estimates of construction costs, of possible rev- 
enues and operating expenses. Our administrative expenses 


lad to be covered by an anual grant from the two States. 


t unnels. 


Now, one of the healthy checks on Authority financing, 
ind one conducive to sound business management, is that 
when an Authority borrows it has to take its hat in its 
hand, like a private corporation, and sell its goods to the 
bankers and the underwriters. When a private corporation 
offers its bonds it usually has an equity obtained through 
the sale of its stocks, a backlog of risk capital. In the case 
ot the Port Authority, as will be the case here in St. Louis, 
there were no stockholders, and so the owners, that is to 

the two States, had to provide such an equity by the 
ince of moneys in aid of the construction of the first 
srojects. “These advances were repayable out of revenues. 
hough they would not have been due for many decades to 
une, they have all been repaid. | would assume that the 
financing of a comprehensive plan of regional development 
of metropolitan St. Louis would require some similar initial 
sistance. From the standpoint of its financing, the early 
years of a new Authority are certainly the hardest. Your 
\uthority bills should combine a broad range of financial 
powers, with broad discretion in the Commissioners of the 
\uthority as to the terms and conditions upon which 


moneys may be borrowed and bonds sold. 


? 





With the advantages of Authority financing —immunity 
of its bonds and its revenues from Federal and state taxa- 
n and adequate powers of condemnation,—and with good 
\uthority management, your airports, waterfront facilities, 
ick and bus terminals, and such bridges or tunnels as may 
be required, can be placed on a self-supporting basis. We 
re doing it in New York and I am sure that, in the words 
i the popular song, ‘anything that we can do you can do 
lye tter.” 
However, the financing of such projects is marginal. If 
were not, then, as | have suggested, private enterprise 
should be quite willing to do the job. You will require 
either a backlog of equity capital, or in the alternative, the 
transfer to the new Authority of facilities such as our Hud- 


’ 
1 


son River bridge and tunnels which earn revenues sufficient 
to build up a reserve on which the more marginal projects 
can be carried. Bear in mind that each of these other pro- 
jects should be self-supporting in itself. No matter what 
your financial strength, you cannot go on adding deficit 
facilities to a regional system without wrecking it. But 
though the best of estimates show that your airports and 
other terminal facilities will pay for themselves over the 
life of the bond issue, you will still require some form of 
equity capital, or some source that will provide the accumu- 
lation of a reserve to make possible the initial financing of 
these other projects. 

By way of example, we are quite confident that the Port 
Authority’s airport-building program in New York and 
New Jersey, which contemplates an investment over the 
next five years of $270,000,000, can be made self-supporting 
through the development of concessions and non-airline rev- 
enues on a scale that has never been attempted before. Our 
airport estimates have been checked over by outstanding en- 
gineering and financial experts and they are in full accord 
with that conclusion. Yet we know that it would not be 
possible, even for the Port Authority, to sell airport bonds 
backed solely by the revenues of the airports themselves. It 
is our strength in reserves and in the surplus revenues of our 
bridges and tunnels that makes the bonds saleable. 


It is very difficult for a stranger, without any study of 
the problem, to make constructive suggestions for a sound 
pooling of finances that will make it possible for you to go 
forward with a comprehensive program of regional planning 
and development here in the St. Louis area. I can only tell 
you what is being done in my region on the basis of bridge 
and tunnel tolls and revenues from our established terminals. 

In addition to the work of the Port Authority, you are 
familiar with the Pennsylvania Turnpike. On the basis of 
the revenues which are being realized from the Harrisburg- 
Pittsburgh section of that expressway, they are now pro- 
jecting an extension from Harrisburg to Philadelphia. The 
same thing is being done in Connecticut, where the tolls 
from the Merritt Parkway are to be used as the basis for 
the financing of a further extension to the Massachusetts 
border. 


I can only suggest that I know of no better way to finance 
a capital program such as you must have in this area than 
to transfer the highway bridges over the Mississippi and the 
Missouri to the projected St. Louis Regional Authority, and 
to empower the Authority to charge a toll on those bridges. 
and to pledge that toll in support of regional planning and 
regional development. Our experience in New York and 
New Jersey, and similar experience in Pennsylvania, Con- 
necticut and other states, indicates that it will be accepted 
by the public as a fair and relatively painless form of financ- 
ing. It is paid by those who have most to gain from the 
transportation and terminal developments that it will make 
possible. It will not add to the burdens of the general tax- 
payer. It has added attraction that ‘‘outlanders” from other 
states will help to pay a small but important part of the bill. 
That is my story. You stand at the threshhold of a chal- 

lenging program and one that is fundamental to the future 
welfare and prosperity of the St. Louis Region. Those of 
vou who are to be privileged to fight for that program and to 
carry it through have before you a wonderful and adventur- 
ous lifetime of constructive civic enterprise. 

“Say not the struggle naught availeth, 

The labor and the wounds are vain, 

The enemy faints not, nor faileth, 

And as things have been they remain.” 
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The American City is Obsolescent 


FACTORS AFFECTING MUNICIPAL REVENUES 
By MABEL L. WALKER, Executive Director, Tax Institute, Inc., New York, N. Y. 
Delivered before Municipal Finance Officers Association, New York, N. Y., May 26, 1947 


HE American cit, is obsolescent. It is functionally 

outmoded. A new type of city adapted to present 

and future needs is struggling to evolve, but it is 
held back by the dead carcass of the past. We hear a great 
deal of talk about the plight of the cities and there is scat- 
tered and piecemeal recognition of many individual factors 
in the situation, but there appears to be no comprehensive 
awareness of the metamorphosis which the cities are under- 
going. 

Numerous palliatives are being offered to cope with spe- 
cific difficulties. Some of these may ease the strain here 
and there. Many of them merely add to the existing con- 
fusion. The urban headache is not going to be relieved until 
the malady is diagnosed and systematic treatment prescribed 
and carried out. 

DECENTRALIZATION 


The cities are not growing. They are shrinking. The 
process of urbanization has reversed itself. We may even 
be getting past the trend to suburbanization, and may be 
facing an outright move to ruralization. I say this in spite 
of the fact that there is still much talk about the expansion 
of our cities and the trend to centralization. 

At the outset I am willing to concede that we need a 
new terminology in dealing with these population phe- 
nomena, or at least some consensus on the definitions of 
such terms as urban, suburban, rural, centralization, and 
decentralization. 

Laying aside for the moment, however, any quibbling 
about terms, the statistical evidence that is available ap- 
pears to indicate beyond any doubt that rural areas, or the 
open countryside, if you prefer, are now at long last hold- 
ing their own, as compared with villages and cities; that 
small cities are growing at the expense of large ones; and 
that the peripheral, or sparsely settled areas of the cities, 
are growing at the expense of more congested central areas. 

In other words, there is a great expansive movement of 
the population as it tends to spread out from the center of 
thickly populated places to the periphery, or beyond the 
periphery to the hinterland. 

There seems every likelihood that this decentralization 
will proceed at a rapidly accelerating rate for at least a few 
decades when perhaps some approximate stability may be 
achieved, but at a far lower density than at present. 


MoveMENT OsBscuRED 


The real momentum of this dispersal trend has tended 
to be obscured. It is obscured first by the census classifica- 
tion of urban and rural. 

By Census Classification 

The Census dividing line between urban and rural is at 
the 2,500 population level. Now a village of 2,500 may 
seem metropolitan in character to a mountain hermit, but 
to the denizens of New York, Chicago, Philadelphia, and 
our other large cities, even a city of 25,000 appears rural. 
It is like the old joke of going east to Denver and west to 
Chicago. Perspective alters viewpoint. 

It is the action of centrifugal forces within the so-called 
urban population (i.e., above the 2,500 level) that has the 


greatest significance from the standpoint of city tinancial 
problems. Even by the Census Bureau's generous defini- 
tion of urban territory, it is apparent that the rate of urban- 
ization has been slowing up for some time and that there 
has been practically no urbanization since 1930, The war 
may have temporarily altered this picture to some extent. 

The urban population, according to the Census definition, 
increased from 5 per cent of total population in 1790 to 56 
per cent in 1930. From 1840 to 1930 it increased several 
percentage points in every decade. ‘The population was 
growing rapidly during that century, but the cities were 
growing far more rapidly. But when we come to the decade 
1930-40 we find that the urban population increased only 
from 56.2 per cent to 56.5 per cent of the population. Just 
a fraction of one percentage point, and this also at a time 
when the rate of population increase had slowed up mark- 
edly. The urban population did little more than hold its 
own from 1930-40, even when we include as urban all of 
the places of 2,500 or over. 


By Annexation Programs of Cities 


The second factor that tends to obscure the decentrali- 
zation process is the way in which the cities are constantly 
enlarging their areas, thus taking in more and more su- 
burban, or even rural, territory, and thus recapturing for 
a time some of the population that had moved away from 
the city. 

The International City Managers Association reports 
that 150 United States cities extended their boundaries 
during 1945 and that 259 cities added new land in 1946. 

There is no disposition on the part of the speaker to 
criticize this annexation program. We must, however, cor- 
rect our population statistics to allow for changes brought 
about by annexation in studying population trends. 


By War Congestion 


A third factor- which may temporarily have obscured the 
long-term trend is the war-induced congestion of many 
cities. Furthermore, population growth is not uniform 
throughout the country, Certain sections are growing at 
the expense of other areas. Even in the war centers of 
mushroom growth, however, we find the suburban fringe 
growing much more rapidly than the central areas.* 

RECORD OF SHRINKING CITIES 

In spite of these various factors obscuring the decentrali- 
zation process we have available some statistics which seem 
to be startling in their significance. 

The five cities of 1,000,000 or over contained 12.3 per 
cent of the entire population in 1930, but only 12.1 per 
cent in 1940. The 92 cities of 100,000 population or over 
contained 29.6 per cent in 1930 and only 28.8 per cent in 
1940. The 412 cities of 25,000 or over contained 40.1 per 
cent in 1930 and 40 per cent in 1940, 

The above figures alone, however, would not indicate 
that the cities were actually shrinking, but merely that they 
were growing less rapidly than the country as a whole, _ 


*U. S. Bureau of the Census, Total Population of Ten Congested 
Production Arcas: 1944. Series A-1, No. 11. 
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But we have additional evidence that is even more start- 
ling. From 1910-20 none of the 92 largest cities declined 
in population. Only four declined from 1920-30, but 28 
of these 92 cities actually lost population from 1930-40, 
despite any annexations that may have been made. 

Of the 412 cities over 25,000 population, 13 lost in each 
of the decades, 1910-20, and 1920-30, while 104 lost from 
1930 to 1940. 

So much for the cities by size groups. There is not time 
to discuss individual cities, but I would like to call the roll 
on a few of our largest cities. 

The Census reports indicate that New York has been 
increasing in population every decade. New York is really 
five cities. Let us see what has happened to the oldest and 
most congested of these cities. Manhattan provides a clear- 
cut picture of population changes, because boundaries are 
still approximately what they were when we acquired it at 
a bargain rate from the Indians. Manhattan experienced 
a phenomenal growth until 1910 when it hit an alltime 
high of 2’ million. By 1930 it had lost about half a mil- 
lion or 20 per cent of its entire population. It came up 
slightly by 1940, but if we are to credit the recently pub- 
lished population estimate by Consolidated Edison Com- 
pany of New York, Manhattan has been losing ground 
since 1940, in spite of what some of us thought was extreme 
war congestion. It dropped to a point below the 1900 level 
in 1944 when servicemen were away, and after their return 
in 1946 was only 1,860,000, which was just about where 
it stood in 1900 (1,850,000). 

Chicago, which had been gaining half a million a decade 
in preceding decades, gained only 20,000 from 1930 to 
1940, 

Philadelphia lost about 20,000. 

Detroit gained, but the Detroit City Plan Commission now 
claims that Detroit's days of growth are over and that a 
decline will set in unless an industrial miracle takes place. 

Los Angeles grew, but Los Angeles has the largest area 
of any American city and includes a lot of outlying terri- 
tory. 

Cleveland, St. Louis, and Boston all lost population. 
Pittsburgh barely held his own. Baltimore gained but by no 
means to the extent it did in previous decades. 

‘These are our ten largest cities. Data of a similar char- 
acter are available for medium and small cities. 

FuTruRE EXPECTATIONS 

‘There is not time for further statistics of this nature, 
nor is there time to speculate long on what has brought 
about this outward push of the population and what are 
the factors that may intensify it in the future. 

‘The National Association of Real Estate Boards adopted 
a resolution in December, 1946, requesting the Census 
Bureau to make a study of why people move out of the 
cities. It seems more important to get first more complete 
statistical data on the extent to which they have moved out, 
and also data on the number of commuters and the dis- 
tances to which they are commuting. This phase of the 
problem has been rather severely ignored. 

| think the simplest and briefest explanation of the popu- 
lation trend is that people did not come to the city in the 
first place because they liked living in the city, but because 
the city offered them the means of livelihood. 

The reason for what is happening to the cities can be 
summed up very simply in one word—transportation. The 
city has offered employment opportunities, and people moved 
in to get work. It was not until the last few decades that 
it became possible to work in the city and live outside of it. 


But good roads, rapid transit, and local train and bus 
service have ushered in the age of the commuter. As trans- 
portation facilities become more highly improved the peri- 
phery of commuter homes will push further and further 
into the hinterland. Also, as the amenities of country life 


are increased the urge to flee to the country will be in- 
tensified. 


In addition to the migration due to individual decisions 
we have the migration brought about by the decentraliza- 
tion of industry. 


There are other factors in the current picture which may 
speed up the decentralization process. One which we can- 
not ignore is the impact of the atomic energy development 
upon our whole way of life. It is true that people have 
always been willing to live on the side of a volcano, and 
probably relatively few individuals will leave the city for 
this reason, but it is likely that this development will bring 
about a certain amount of industrial decentralization, par- 
ticularly in connection with plants producing military sup- 
plies. 


Action To Be TAKEN 


I have heard many persons speak of this decentralization 
movement as though it were an evil, or at least, a deplorable 
thing. They advocate measures for counteracting it. 

If this decentralization movement represents a basic hu- 
man urge, as I believe it does, their efforts are going to be 
largely futile. The future population trends in the cities 
will not be determined by sociologists, city planners, real 
estate developers, engineers, or fiscal officers. This very 
important question is going to be answered by a much 
more humble person—the average wage earner. When 
ex-Corporal John Brown decides whether to setlle in Wee- 
hawken or the lower East Side, and Mr. Shoe Clerk Sam 
Johnson debates the advantages of a little farm in Jersey 
versus an apartment in the Bronx, and when several mil- 
lion other relatively inconspicuous citizens face similar de- 
cisions they will be making the population trends of the 
future. It is unlikely that they will be at all concerned over 
the city’s past investment in utility services or the shrinking 
equity of a bank’s realty holdings. 

Some of these inconspicuous citizens will decide one way; 
some another. We cannot foretell their choices. But if 
they follow the pattern established in the last few decades, 
they will strain transportation facilities to the utmost in 
their outward pressure. 

More important than attempts at coercion or baiting of 
home seekers is, I believe, a serious attempt to subject 
available data to the most searching scrutiny. Moreover, 
we need to supplement Census data with commuting data, 
which do not seem to be presently available. 

If the interpretation of such data substantiates the thesis 
advanced this afternoon, we should forget our feeble palli- 
atives and make way for the fluid city of tomorrow.  In- 
stead of trying to stop the clock or reverse the hands, we 
should oil the mechanism and make the transitional process 
as smooth and painless as possible. 


FiscaAL IMPLICATIONS OF POPULATION CHANGES 


A transit official said the other day when I was talking 
to him: “My God, if you are right, this has tremendous 
implications for the transit industry.” It has tremendous 
implications also for real estate, the construction industry, 
city planning, urban redevelopment, and the automotive in- 
dustry. Needless to say, it also has implications for mu- 
nicipal finance. 


What are those implications? First, we can probably 
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anticipate a further decline in the relative importance of 
the property tax. It is true, of course, that many cities 
have annexed additional territory and thus have added to 
the property tax base. It is probable that considerably 
more urban territory will be annexed within the next decade 
or so. 

It is extremely unlikely, however, that the cities will ever 
annex more than a small fraction of the commuting terri- 
tory. A little consideration of the effect of the lengthening 
commuting radius will illustrate this point. Take, for ex- 
ample, the case of New York. New York City covers about 
365 square miles, including the water area. That is equiv- 
alent to an area with a radius of somewhat less than 15 
miles. Obviously, 15 miles is not a very great commuting 
distance. Suppose New York were to annex enough terri- 
tory to have a 30-mile radius. We would now have 2,827 
square miles of city. Quite a formidable area to supply 
with urban services. But this vast domain would by no 
means take in all of the present commuters. Suppose we 
spread out to a 50-mile radius from the center of the city. 
We would now have 7,854 square miles to service. But 
there are a substantial number of commuters who are even 
now commuting much longer distances than 50 miles. We 
would get most of them in if we enlarged the city to a 100- 
mile radius, or an area in excess of 31,000 square miles. 
We would also take in practically all of New Jersey, about 
half of Connecticut, a considerable slice of Pennsylvania, 
including Philadelphia, Easton, Allentown, and Bethlehem, 
and a sizable hunk of New York State. Now, obviously there 
is not the slightest likelihood that any such fantastic program 
of annexation will ever be attempted. The most that can 
reasonably be anticipated is that the political boundaries, 
of the city will be stretched here and there to include the 
most thickly populated portions of the suburban fringe. 

I am puzzled that so little attention has been paid to 
commuting statistics. How many of New York City’s 
working population live within a 15-mile radius, a 20- 
mile radius, a 30-mile radius, 40, 50, and beyond? How 
are these figures changing from decade to decade, and from 
year to year? What are the similar statistics for other cities? 

We need such data to plan our cities intelligently, and 
I am using plan in the larger sense to include not only 
the activities of the city plan commission, but of other city 
officials and of business and banking enterprises, and most 
of all of transportation agencies. 


To return to the fiscal implications of the decentraliza- 
tion movement. If, even with the most ambitious annexa- 
tion programs, we cannot hope to take in more than a 
portion of the present commuters; and if we can anticipate, 
as seems likely, that the people of the cities will continue 
in their outward push and that the commuting radius will 
tend to lengthen, then we must readjust our thinking to the 
concept of a fluid urban life, with masses of people con- 
tinually flowing in and out of the city as readily and pain- 
lessly as the ocean tides wash our harbors. 

Some coming in daily to work; some coming to the city 
for the working week and spending weekends in the coun- 
try; others living and working outside of the city but coming 
to it at frequent intervals for shopping, recreation, business, 
and other purposes. 

If the city of the future is to have health and vitality it 
must be possible for these great human tides to flow in and 
out easily and readily. We must think in terms of a fluid 
city. I believe we are facing up to a future where the 
maintenance of easy fluidity will be the sine qua non of 
municipal health. 


The fluid city of the future will not be less expensive 
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to maintain than the static city of the past. During the 
transitional years it will be far more expensive, because 
these old cities of ours have got to be loosened up at their 
stiff old joints and elasticized in their hardened old arteries 
and that is probably going to be a more costly process than 
building them in the first place. 

As the cities undergo this metamorphosis and painfully 
adjust themselves to their new role their fiscal problems 
will be acute. Pro! ably one of the first things they will 
learn is that they must find some way of taxing the fluid 
population. 


City income and city sales taxes are the only two pro- 
ductive levies that have so far been devised for this purpose. 
The flat rate city income tax, collected at source, appears 
to be more productive than the sales tax and does not have 
some of the objecticnable features of the sales tax. It 
reaches, however, only the working population of the city. 
This may, therefore, have to be supplemented by some 
other tax which falls upon persons who neither live nor 
work in the city, but who use it as a cultural, recreation, 
and shopping center. 


FEDERAL AND STATE AID 


Will the federal and state governments help the cities 
through the painful period of changing from a static to a 
dynamic form of life? Probably yes, to a certain extent, 
particularly perhaps with respect to highways and streets. 
There may be, moreover, a considerable amount of reshuf- 
fling of functions with states, counties, and metropolitan au- 
thorities taking over functions previously carried on by cities. 

There have been, however, some distinctly sour notes on 
the subject of federal and state aid emanating from various 
quarters in the last year or so. The tide may be getting 
ready to turn with respect to such aid. The cities may 
be helped in the future more through being relieved of cer- 
tain functions and through more freedom in the levying of 
local taxes, than through ever-increasing subventions. I 
think the cities are getting a little tired of having to cringe 
and whine around state capitals for a handout, and would 
like a little more opportunity to shoulder their own burdens. 


CONCLUSION 


In conclusion I should like to say that I have been in- 
terested in observing the decentralization of cities for more 
than a decade, but I have been deeply concerned during the 
last year or so as evidences of decentralization multiply on 
every hand, to note that municipal experts, while giving 
piecemeal recognition to the several individual phenomena, 
apparently have no overall awareness of what is taking 
place. Even those persons who are talking of decentrali- 
zation do not seem aware of the extent to which it is tak- 
ing place. Is this outward movement a trickle or a drain? 
Can we anticipate population losses within the next two 
decades of 1 per cent, 5 per cent, 10 per cent or 25 per 
cent or more? The available statistical evidence and other 
indications make a 20 per cent or 25 per cent loss: (such 
as has already been experienced by Manhattan, the Basin 
District of Cincinnati and the older sections of some of 
our other cities) appear to be more likely than a trickle 
of one or two per cent. 

There is much fretting here and there about patching up 
some leaks in the roof and repairing a broken window pane 
or so, but the sills and beams of your municipal fiscal 
structure appear to be rotting away, and unlike Mr. Bland- 
ings you cannot casually decide to tear it down and build 


afresh. The creaking old structure must be readjusted to 
modern needs. 
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Our Stake in German Economic Recovery 


ACHIEVEMENTS OF MILITARY GOVERNMENT 
By M. S. SZYMCZAK, Director, Economics Division, 


Office of Military Government for Germany (U. 8.) Berlin, Germany ; 
Member, Board of Governors of the Federal Reserve System, Washington, D. C. 
Delivered before The Economic Club of Detroit, Detroit, Michigan, May 19, 1947 


WO world wars and their aftermath have made it 

clear that the problem of Germany is one of the keys 

to world peace and prosperity. For two years, your 
representatives in military government have sought a basis 
for the solution of this problem. They can only succeed it 
the American people are aware of both their achievements 
and their difficulties, and if in turn the military govern- 
ment officials in Germany understand the attitude of the 
oublic at home. ‘To contribute to a mutual exchange of 
uch information is the main purpose of this paper. 


PRINCIPLES OF AMERICAN Economic Poricy 
IN (GERMANY 


We all know that the German economy operated in the 
past as one integrated unit. Each part made its contribution 
to, and received its support from, the rest of the country. 
‘This integration alone made possible the industrial develop- 
ment of Germany. None of the areas that constitute the 
nation was ever self-sufficient in the past or can be made 
lf-sufficient in the future. None of the German indus- 
tries draws its tools and raw materials from one single 
area or one simple zone of occupation, Steel and coal of 
the British zone are vital to the metal-working industries 
ot the American zone, but the coal mines in the British 
vone cannot operate without pit props from the American 
and Russian zones. ‘The light industries of the American 
zone need optical glass from the Russian, and glue from 
the French zone. On the other hand, they supply the 
French and Russian zones with electrical equipment, anti- 
triction bearings, and dyestuffs. 

For purposes of occupation Germany west of the Oder- 
Neisse line has been divided into four zones: American, 
British, French, and Russian. Moreover, the area of pre- 
war Germany lying east of that line has been put under 
Polish (or Russian) administration. The Potsdam Agree- 
ment provided that the four zones should be treated as one 
economic unit. It has not worked out that way, however. 
Therefore | shall not speak so much of global German 
problems such as economic unification, the levels to be 
established for German industry, and the reparations pro- 
vram. Instead I shall concentrate on discussing the eco- 
nomic problems of the American zone and as far as neces- 
sary of the combined American and British zones. 

\ll of us are aware of the importance of early high-level 
decisions on the basic economic questions which were re- 
cently discussed at Moscow. The issues were pointed out 
some time ago by Secretary Marshall and we all know 
their substance and the urgent need for their solution, 

In view of the history of German aggression and the 
part played therein by German industry, it may be difficult 
to understand that one of the major tasks of military gov- 
ernment ts the provision of assistance in rebuilding at least 
part of the German industrial system. Such a reconstruc: 
tion, however, is necessary for two reasons: to prevent 
Ciermany from remaining a source of perpetual unrest in 
l-urope, and to aid in the recovery of our allies. 

In the crop year 1946-47, German farmers in the com- 
bined American and British zones of occupation are pro- 
ducing foodstufts sufficient to provide an average diet of 


only about 1,000 calories daily for that part of the popu- 
lation that does not live on self-sufficient farms. Such a 
diet is less than half of the minimum standard endorsed by 
the United Nations Food and Agricultural Organization. 
Unless we are prepared to forego payment for the large 
supplies of food that must be sent to Germany for an in- 
definite period just to prevent wholesale starvation, we 
must permit Germany to redevelop its manufacturing in- 
dustries which alone can produce the exports necessary 
to pay for food imports. 

Moreover, the products of German industry are indis- 
pensable for the reconstruction of continental Europe. In 
1936—the last year in which the bulk of the German econ- 
omy was operated on a peacetime level—Germany was the 
largest exporter to, and the largest importer from, Austria, 
Bulgaria, Czechoslovakia, Greece, Hungary, Italy, Ru- 
mania, Switzerland, Turkey, and Yugoslavia. It was first 
as a supplier and second as a market for the Netherlands, 
Poland, and Sweden.* Almost the entire manufacturing 
industry of continental Europe was dependent upon Ger- 
man machinery, precision instruments, electrical appliances, 
optical goods, transportation equipment, and chemicals. 

The fact that Germany today cannot even supply spare 
parts is hampering economic reconstruction in such different 
countries as Austria, the Netherlands, and Poland. The 
general shortage of coal, which is the greatest single factor 
in retarding European recovery, is due largely to low pro- 
duction in the Ruhr mines. Lack of German potash is 
delaying the rehabilitation of agriculture all over Europe. 
An increase in the output of coal and potash mines, how- 
ever, depends upon the availability of mining equipment 
and upon larger supplies of consumer goods for miners. A 
German miner can earn in two days all he needs to buy 
his meager weekly rations and thereafter has little incentive 
to work. A relatively small increase in consumer goods 
offered to miners was an important element in raising pro- 


* The importance of Germany for continental Europe is indicated 
by the following table, showing Germany’s trade with some of 
the leading European countries. 








Imports from %oftotal Exportsto % of total 





Country Germany imports Germany exports 
(millions of (millions of 
dollars) dollars) 
Netherlands 151 23.3 74 15.7 
Italy 116 26.4 77 19.5 
I rance 106 7.0 40 4.3 
Sweden 99 23.9 61 15.8 
Switzerland 92 24.8 51 19.4 
Denmark 83 25.3 62 20.3 
Belgium 82 11.5 69 10.4 
Soviet Union 62 22.8 23 8.5 
Czechoslovakia 55 17.5 45 14.3 
Norway 4] 17.6 23 13.2 
Austria +0) 16.9 29 16.1 
Turkey 34 45.1 48 51.0 
Rumania 33 39.0 30 21.1 
Hungary 33 25.8 35 23.1 
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duction in the Ruhr mines by about one-fifth between the 
fall of 1946 and the spring of 1947. A large-scale revival 
of German consumer goods industries would have pro- 
portionately greater results. 

Our own economy would benefit from the resumption of 
German industrial exports because the availability of Ger- 
man goods would help meet the foreign demand for many 
American goods which are still in scarce supply relative to 
our own domestic demand. Furthermore, some European 
countries can pay for imports from the United States only 
with the aid of dollar credits because they lack dollar re- 
sources and lack exportable commodities adapted to the 
American market. If they could import goods from Ger- 
many, however, they could pay for them by exporting prod- 
ucts urgently needed in that country. In that way, they 
would lighten the burden which the American economy 
has had to bear both in respect to the reconstruction of their 
own economy and to the rehabilitation of Germany, For 
instance, before the war the Netherlands exported substan- 
tial quantities of vegetables to Germany while Germany 
paid for these imports in steel and machinery. If that com- 
merce could be restored today, it would make it unneces- 
sary for the American economy to extend credits to the 
Netherlands in order to enable that country to buy Ameri- 
can machinery and it would make it also unnecessary to 
divert scarce American foodstuffs to Germany. 


OBSTACLES 


While the principle of assistance to German recovery has 
been generally’ accepted in this country, it has been very 
dificult to carry out the program on an adequate scale. 
For obvious reasons of justice and policy, the countries in- 
vaded by Germany have been given a prior claim to our 
aid. Our financial and material resources are limited and 
foodstuffs and raw materials continue to fall short of total 
demand. The allocation of wheat and non-ferrous metals, 
for instance, is a task that simply cannot be fulfilled to the 
satisfaction of all. Similarly, coal, of which Germany is a 
major producer, is in generally short supply. In order to 
promote reconstruction in the rest of Europe, we have had 
to undertake substantial exports of German coal even 
though the revival of German manufacturing industry 
would have been considerably accelerated if it had been 
possible to retain German production for German domestic 
use. 

It may be hoped that these scarcities will disappear within 
a few years, but other obstacles may take their place. Con- 
cern has frequently been expressed that the reconstruction 
of German industry may go too far and restore Germany’s 
war potential. ‘The occupying powers have tried to differ- 
entiate between industries that could be used for aggressive 
purposes and therefore should be restricted, and others that 
might be considered peaceful and therefore should be en- 
couraged. The most innocuous industries, however, could 
conceivably be used for war purposes, and dangerous ones 
frequently are indispensable for peacetime uses. For this 
reason, some of the United Nations are critical of any move 
to improve the level of German industry even though they 
concede that such an improvement would benefit them from 
the economic point of view. 

Finally some countries see in Germany less a source of 
supplies or a market for exports than a dreaded competitor. 
At present, such fears seem premature since production the 
world over has not caught up with demand, and German 
production remains a negligible part of the total. As soon, 
however, as world market conditions become less favorable 
to the sellers, any increase in German industrial production 
and especially in German industrial exports, may injure the 








interests of some industrial group in other countries, Al- 
though such exports will in turn make possible imports 
into Germany and thus benefit the economies of Germany's 
trade partners as well as its own, the groups benefiting 
from access to the German market frequently will be dif- 
ferent from those affected by German competition. 


ACHIEVEMENTS OF MILITARY GOVERNMENT 


Despite the conflict of objectives and the limited financial 
and material means at the disposal of the occupation authori- 
ties, there has been a degree of rehabilitation in Germany. 


(a) Food and Agriculture 


The food situation continues to be the central German 
problem. It is far from satisfactory, but we have been able 
to avoid not only outright starvation but also any serious 
deterioration of public health. Since last fall the official 
ration has been maintained in the American and British 
zones until recently at 1,550 calories daily for the so-called 
normal consumer. This ration still is more than one-fourth 
below the minimum necessary to insure health in the long 
run and more than two-fifths below the German prewar 
standard of nutrition. Moreover, the diet is far poorer in 
quality than would be advisable from the point of view of 
nutrition, a larger proportion consisting of grain products 
and a smaller proportion of so-called protective foodstuffs. 
Even so, the ration has been maintained only by importing 
into the combined American and British zones foodstuffs 
equal to about 60 per cent of their domestic production. 
These imports, including monthly shipments of 200,000 
tons of bread grains and flour, and substantial quantities 
of potatoes, sugar, fish, and milk, require an expenditure of 
$360 million in the current crop year. 

The food situation is constantly being threatened by the 
fact that stocks of supplies are dangerously low. Food is 
needed in many parts of the world. For the sake of food 
importing countries a further rise in world market prices 
must be avoided as far as possible and priorities must be 
established by the exporting nations. Every ton of food 
allotted to Germany causes hardship in other parts of the 
world. Difficulties in ocean transportation frequently delay 
shipments urgently needed for maintaining stocks in Ger- 
many at the minimum level needed for the planning of 
equitable distribution. German farmers frequently fail to 
deliver their quotas. Trains must be rerouted to alleviate 
a crisis in some part of Germany, thus creating a shortage 
in another part. Losses from pilferage increase in propor- 
tion to the deterioration of food conditions. An unfortunate 
accumulation of such factors was the cause of the difficulties 
currently experienced in the Ruhr district. Delays in de- 
livering the full rations invariably lead to unrest, diminish 
the efficiency of labor and the output of industrial goods, 
and thus add to the difficulties of rehabilitation. 

In future, we expect domestic production, collection, and 
distribution to yield substantially larger quantities than this 
year. Such an improvement will depend upon the avail- 
ability of fertilizer and upon a supply of industrial con- 
sumer goods which will induce farmers to raise more crops 
for sale. It also will depend upon the enforcement of a 
strict program of collection and distribution which must be 
efficiently performed by German officials. We can have 
the utmost confidence in the ability of military government 
under General Clay to meet this situation if they are given 
fair means to carry out their program. 

In the long run, however, the efficiency of industrial labor 
can not be maintained on a diet representing less than 2,600 
calories daily for the so-called normal consumer. The 
American and British zones cannot expect to produce more 
food than sufficient for an average of 1,600 calories daily, 
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Import requirements in the long run therefore will be the 
equivalent of at least 1,000 calories daily, or about two- 
thirds more than actual imports in the current year. 


(b) Industrial Production 


In 1945, most manufacturing industries in the Western 
zones of Germany were at a standstill. By November 1946, 
industrial production in the American zone had reached 44 
per cent of 1936—a year of virtually full employment in 
Germany.* With the exception of lumber, the production 
of all commodities is below the 1936 figure, but by 1948 
prewar output is expected to be reached in a number of im- 
portant industries. In the British zone, industrial produc- 
tion had recovered last fall to only 38 per cent of 1936. 
The British zone includes mainly heavy industries, most 
of which are under severe restrictions as possible war in- 
dustries, while the American zone contains mainly light 
industries, manufacturing consumer goods. 

Unfortunately, the exceptional severity of the last winter 
has undone some of the progress experienced during the 
preceding year. Industrial production in the American zone 
fell in December to 39 per cent, in January to 31 per cent, 
and in February to 29 per cent of 1936. In March it re- 
covered to 35 per cent, but this level still is about one- 
fifth below the peak of November 1946. 


In spite of the low level of production there is little un- 
employment. Even in February 1947, unemployment in the 
American zone was less than 450,000 out of a labor force of 
more than 7 million. Only in the white-collar classes is 
the number of job openings constantly smaller than that of 
job seekers. This is the result of three facts. The labor 
force has been greatly reduced by war losses and by the 
Allied retention of a large number of prisoners of war in 
some countries. Secondly, much labor is needed for work, 
such as removal of rubble and plant repair, which does not 
show in production statistics but nevertheless is vital for 
resumption of economic activity. Thirdly, for physical and 
psvchological reasons, the productivity of labor has fallen 
considerably, in some cases by as much as two-thirds. The 
gradual revival of economic activity, more food, housing 
facilities, and improved availability of industrial consumer 
goods will do much to remove the causes of low efficiency. 

(c) 

Next to food, housing accommodations are the most press- 
ing requirements of the German people. Despite all war 
losses, the population of the American and British zones 
has risen by around 20 per cent in comparison to prewar, 
mainly because of the inflow of Germans expelled from the 
area under Polish administration and from Czechoslovakia 
and other Eastern European countries. At the same time, 
urban housing suffered from terrific bomb damage during 
the war, especially in the industrial and commercial cen- 


Housing 


* The rise in industrial production in the American zone is indi- 
cated by the following table, comparing production of some im- 
portant commodities in the first and the last quarter of 1946. 








First quarter Last quarter 





Commodity 1946 1946 
Trucks (units) 400 1,434 
Electric motors (thousands of 

horsepower ) 28 131 
Lumber (thousands of cubic 

meters ) 549 1,015 
Potash (metric tons) 36,849 311,098 
Textile yarns, including rayon 

(metric tons ) 5,737 10,200 














ters. In Bremen, for instance, 55 per cent of all homes 
were unusable in the summer of 1945. Reconstruction has 
been hampered by the scarcity of building materials, which 
in turn is due largely to the lack of coal: approximately 
12.5 tons of coal are needed for producing the material 
necessary to build a small apartment. Allied legislation 
provides for the equitable distribution of available housing 
among the population, but this measure can bring only 
small relief since the complete equalization of all housing 
would only provide around 80 square feet per person in 
the American, and less than 70 square feet per person in 
the British zone. 

Improvement in housing conditions is particularly needed 
in the Ruhr district since the inflow of additional miners 
from the Southern area of our combined zones, required 
to fulfill the program of output expansion, depends upon 
the availability of homes. A short range program has been 
and a long range is being prepared to provide additional 
housing, including temporary camps and billets and perma- 
nent reconstruction. In addition to building material, beds, 
bedding, and furniture must be produced. While military 
government plays an important role in drafting the pro- 
gram, its execution is entrusted to the German authorities. 
Military government has helped in that task by reducing 
to a minimum the requirements for military installations. 


(d) Domestic Trade and Transportation 


Despite the interdependence of the four zones of occu- 
pation, internal trade has been slow to develop largely be- 
cause of the lack of economic unification.* Since January 
of this year, trade between the American and British zones 
has been free, as the result of the economic merger of these 
zones, and trade between the merged zones and the rest of 
Germany will be increased under agreements concluded 
among the zonal authorities. Until and unless the over-all 
economic unity of Germany is achieved, however, German 
recovery will be hampered by obstacles to the free flow of 
goods within the country. Transportation has suffered par- 
ticularly badly from war damage. Military government 
can be proud, however, of its record in repairing railroads, 
inland waterways, port facilities, and highways. Railroad 
tracks in operation represent 97 per cent of the prewar 
total. Almost as many sunken vessels have been raised in 
the American zone as in all other zones together and the 
proportion of port channels cleared is higher than in any 
other zone. The American zone also has a larger propor- 
tion of operating motor vehicles than any other zone.t De- 
spite this progress, transportation is even now in need of 
repair and maintenance is a constant problem. Allocations 
of materials are being made for this purpose but must be 
revised as required to meet new priority demands from 
other sides of the battered economic structure. 


(e) International Trade 


In 1946, the foreign trade of the American zone was 
almost entirely confined to the importation of foodstuffs 


*In the nine-month period April through December 1946, the 
American zone shipped goods valued at 475 million marks 
(around $190 million at the prewar exchange rate) into, and 
received goods valued at 471 million reichsmarks from, the other 
zones. Trade with the British zone accounted for 63 per cent, 
with the French zone for 28 per cent, and with the Russian zone 
for only 9 per cent of the total. 


+ The work done in this respect may be illustrated by some fig- 
ures: More than 200 miles of railroad tracks, 78 bridges, and 
18,000 miles of railroad telephone lines have been rebuilt; about 
1,600 locomotives, 109,000 freight cars, and 8,600 passenger rail- 
road cars have been repaired; about 800 miles of inland water- 
ways have been cleared and 3,000 miles dredged; 978 river 
barges have been raised, and about 1,350 repaired; more than 
900 miles of highways and 261 highway bridges have been re- 
built. 
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and other essential goods by the occupation forces in order 
to prevent disease and unrest among the population. Such 
imports are financed by War Department appropriations. 
The only other substantial import transaction was the ship- 
ment of some surplus American cotton held by the Com- 
modity Credit Corporation. This cotton was delivered to 
German processors; the finished goods are being exported 
in an amount sufficient to pay for the cost of the imports, 
and the rest is available for German consumption. In the 
fall of 1946, similar arrangements were made by American 
Military Government for the importation of raw materials 
required for the manufacture of ceramics, optical instru- 
ments, building materials, chemicals, and toys. The interim 
financing for these imports is handled by the U. S$. Com- 
mercial Corporation, a subsidiary of the R.F.C. Exports 
from the American zone in 1946 were confined mainly to 
lumber and hops and a few industrial goods, taken from 
existing inventories or produced from raw material stocks. 
The amounts shipped were very small, in the neighborhood 
of 3 per cent of the estimated prewar exports of the zone’s 
area. 

Imports into the British zone were similar to those of 
the American zone, but exports from the British zone were 
considerably larger, due almost entirely to Ruhr coal. Coal 
exports reached a weekly volume of 260,000 tons in the 
summer of i946, or about 40 per cent of prewar, but this 
involved heavy drafts on existing stocks and inadequate 
allocations to the needs of the German economy. As a 
result, exports of coal had to be reduced by about 30 per 
cent in the fall of 1946. Even the peak figure in the sum- 
mer of 1946 was far from sufficient to meet demand in the 
rest of Europe, and the reduction of coal exports was a 
heavy blow to the importing countries. 

In the first months of 1947, exports had to be curtailed 
still further, reaching a low of 103,000 tons per week in 
February. Meanwhile, however, the output of the Ruhr 
mines had risen and coal exports could be increased again. 
In April and May, the unsatisfactory food situation brought 
about some labor disturbances which kept coal output some- 
what below the March peak. 

As soon as these difficulties are overcome, a further rise 
in output is expected, and in that case exports will reach 
in summer a minimum of 265,000 tons per week, while at 
the same time allotments for the needs of the merged zones 
will be a minimum of 860,000 tons per week, or about 30 
per cent above the peak allotment in 1946. The increase 
in domestic allotment will mainly benefit industrial enter- 
prises, which in this way will be enabled to raise their out- 
put and thus to contribute more efficiently to the projected 
expansion of foreign trade. 

Apart from coal exports, foreign trade of the merged 
zones in 1947 will be determined by the working of the 
bizonal merger agreement. This agreement provides for 
the cooperation of the American and British occupation au- 
thorities, and of the representatives of the German states, 
in formulating an import-export program for the rehabili- 
tation of the German economy. A major objective of this 
rehabilitation program is to put the merged zones of Ger- 
many back on a self-supporting basis, i.e., to develop ex- 
ports to a point where they cover imports. Meanwhile, 
however, the occupying powers must bear the cost not only 
of the basic program for the prevention of “disease and 
unrest,” but also of the raw material and equipment im- 
ports required to “prime the pump” of German export in- 
dustries. Certain funds are already in hand for this second 
part of the program, including the receipts from exports 
of 1945-46, some former German external assets trans- 
ferred to the occupying powers under agreements with 
neutral countries, and the credits negotiated with the U. S. 


Commercial Corporation. The United Kingdom is par- 
ticipating in the program in two ways. It bears half of the 
costs of sending basic necessities to the merged American 
and British zones, and it finances half of the funds needed 
for “priming the pump” of the area’s industry. Whenever, 
in the future, additional advances should be required, the 
United Kingdom also will bear an equal share with the 
United States. 

The expected increase in imports will necessitate, but 
also make possible, larger German exports. In order to 
facilitate exports, the occupation authorities have author- 
ized foreign businessmen to correspond with prospective 
German trading partners. Only so-called non-transactional 
mail, i.e., correspondence preparing rather than concluding 
actual contracts, has been allowed so far, but transactional 
mail may be admitted in the near future. Military govern- 
ment also provides facilities for foreign businessmen to 
travel in Germany and renew trade contracts. Contracts 
have to be submitted for approval to the Joint Export- 
Import Agency of the U. S.-U. N. occupying powers, and 
all payments have to be made to the account of the Agency 
rather than individually to German exporters. The Agency 
has issued rules of procedure, stating the principles which 
will determine the approval or rejection of contracts, and 
has established branch offices in the most important trading 
centers of the merged zones, mainly the state capitals. 
Finally, the Agency is prepared to act as seller of goods if 
a foreign buyer is prevented by government restrictions 
from entering into legal contracts with German nationals. 

The necessity of setting up the bizonal export-import 
organization and the hardships of the winter months have 
delayed the beginning of the new program. Despite these 
handicaps, foreign trade has started to rise. In the first 
quarter of 1947, contracts for exports were negotiated to 
the amount of $22 million. Export deliveries, which, how- 
ever, include coal, reached $34 million. Imports, excluding 
basic necessities imported by the occupation authorities, were 
approved to the sum of $10 million. These amounts still 
are far below the levels that must be reached in order to 
fulfill the bizonal program, but they represent a material 
improvement in comparison with preceding periods. 


(f) 


When the occupying powers entered Germany, the col- 
lapse of the currency appeared imminent. Money in circu- 
lation had increased to approximately six times the prewar 
level. ‘Che German people’s recollection of the hyper-infla- 
tion that followed the first World War added to the dan- 
gers of the situation. 

Despite the oversupply of money and the scarcity of 
goods, the occupying powers took over the existing German 
system of price and wage controls and have been able to 
prevent any serious rise in legal prices and wages. The 
official cost-of-living index stood in December 1946 at ap- 
proximately 120 per cent of 1938. It is true that only the 
meager official rations can be purchased at these prices. The 
supply of black market goods, however, is probably smaller 
than the amount of goods distributed through legal chan- 
nels. Furthermore, many black market transactions take the 
form of barter, especially for cigarettes, rather than the 
form of sales at high money prices. 

The maintenance of the official price and wage level at 
virtually prewar figures has had some unforeseen conse- 
quences. At the beginning of the occupation, a military 
exchange rate of 10 marks per dollar was established, as 
compared to a prewar exchange rate of 214 marks per 
dollar. This rate was introduced merely for the adminis- 
trative use of the occupying authorities, especially in calcu- 
lating payments in marks to the troops. Its application for 


Money and Exchange 
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general purposes, however, would have tended to upset the 
entire price and wage system. German domestic prices 
even before the war were managed in such a manner that 
they had lost all relation to world market prices. No uni- 
form exchange rate, and least of all the military rate, 
would represent a generally applicable ratio between do- 
mestic prices as expressed in marks, and world market 
prices in dollars. 

Thus a difficult problem has arisen in connection with 
the pricing of export and import goods. The German ex- 
porter receives for his sales the legal domestic price in 
marks. Similarly, the German importer has to pay for his 
purchases the legal domestic price in marks. On the other 
hand, the foreign importer of German goods pays, and the 
foreign exporter of goods receives, the world market price 
in dollars. 

Therefore, the occupation authorities have decided for 
the time being to refrain from fixing a uniform conver- 
sion factor for the translation of mark into dollar prices, 
and vice versa. Instead we have issued a long list of vari- 
ous conversion factors, reflecting for all major commodi- 
ties the actual relation between legal domestic prices in 
marks and world market prices in dollars. For instance, 
the conversion factor for carbon brushes is 30 cents, and 
for pharmaceuticals 80 cents per mark. This means that a 
certain quantity of carbon brushes that sells domestically 
for 100 marks has to be priced for exports at $30, but phar- 
maceuticals that sell domestically for 100 marks have to 
be priced for exports at $80. As a practical matter, this is 
the best that can be done until major monetary reforms 
are undertaken in Germany and a more normal price sys- 
tem is developed there. ‘These problems have been under 
quadripartite (four zones) discussion for some time and 
it is to be hoped that an early agreement will be reached. 


(zg) Banking 


In December 1946, military government established a 
new control banking organization in the American zone. 
Following the principle of decentralization, each German 
state received its own central bank, which took over the 
assets of the former Reichsbank as far as they were located 
in its area. “The organization of the central banks was 
largely influenced by the model of the Federal Reserve 
System. As soon as the economic unification of Germany 
is implemented, the state central banks will be coordinated 
by a central board, which will issue currency through the 
medium of the state central banks. Until such time, how- 
ever, the central banks have no power to issue bank notes 
or any other currency. 

In consequence of our principle of decentralization, com- 
mercial banks in the American zone have been ordered to 
sever their connection with central offices in Berlin. De- 
positors are free, however, to dispose of their accounts both 
within the American and in transactions with the British 
and French zones, except for blocking measures applied in 
the process of denazification. From the beginning of occu- 
pation to the end of 1946, deposits in the American zone 
increased by 75 per cent. Most of the rise in deposits had 
to be kept by the banks in cash or with other credit insti- 
tutions since no other investment opportunities are avail- 
able. ‘Total assets of the banks in the American zone were 
75 billion marks on June 30, 1946, of which one-third was 
kept in cash or bank balances, and two-fifths in Treasury 
bills and other government securities, the service of which 
has been suspended since the end of the war. 


PROBLEMS AND PROSPECTS 


All these achievements are merely the first step on the 
road to rehabilitation. The obstacles that still have to be 





overcome are no doubt as great as any which we have en- 
countered so far. 

First of all, the provision of the Potsdam declaration 
which calls for the economic unification of Germany must 
be carried out. Unification in itself will not solve the eco- 
nomic problems of Germany, but it will ensure the develop- 
ment of the whole German economy on a more rational 
basis. Uncertainty as to economic unification is a handi- 
cap in many fields, notably in adjusting the so-called Level- 
of-Industry Plan to changed conditions. Under that plan, 
which was approved by all four occupying powers one year 
ago, maximum levels were established tor most German 
industries with a view particularly to preventing the re- 
surgence of German war potential. Most experts agree 
that this plan needs substantial corrections, but the neces- 
sary amendments in each zone will largely depend upon 
developments in other zones and upon the question of 
whether the German economy is to be redeveloped as a 
unit or in separate self-sufficient parts. 

Another problem that urgently needs attention is cur- 
rency reform. ‘The disproportion between the supply of 
money and of goods at prevailing prices cannot be main- 
tained indefinitely. All experts agree that a reduction in 
the volume of currency will be necessary. Obviously, the 
execution of such a reform also depends upon the fate of 
unification. If common action of all four occupying powers 
is not forthcoming, the advantages and disadvantages of 
separate action in the merged American and British zones 
must be weighed. 

Other problems arise in connection with the political 
aims of occupation. The decentralization of the German 
economy must be achieved in order to make it impossible 
for the country to reorganize for aggressive purposes. In 
this connection, military government in the American zone 
has enacted a drastic decartelization statute, which is aimed 
at destroying the concentration of economic power in Ger- 
man industry. Property of allied nations looted during the 
war has been and is being restituted. War plants have 
been and are being destroyed, and other plants have been 
and are being removed for reparations. ‘The over-all prob- 
lem of reparations, however, still remains to be solved. 

The lack of unified action of the four occupying powers, 
moreover, creates uncertainties that are detrimental to eco- 
nomic progress. As long as the management of an enter- 
prise does not know whether or not a plant will be subject 
to restitution, or to destruction, or to removal under the 
reparations program, it cannot make definite plans for re- 
construction or start an investment program which might 
be interrupted at any moment. 

Finally, military government has to deal with the prob- 
lem of reaching equilibrium in the balance of international 
payments of the merged’ American and British zones. In 
this connection, the question of economic unification again 
becomes decisive. As long as unification is not achieved, 
interzonal trade must be treated as international rather 
than domestic commerce, with the resulting need for con- 
trolling interzonal payments. 

The problem of equilibrium is particularly interesting to 
the American public. As long as the proceeds from exports 
do not exceed import requirements, they must be devoted 
entirely to paying for current imports. Only when an ex- 
port surplus is reached, will it be possible for our merged 
zones to start repaying the advances made by the occupying 
powers for the importation of basic necessities. 

Our stake in the economic problems of Germany, how- 
ever, is greater than our interest in receiving repayment of 
our advances. We want peace, and we know that in order 
to have peace, we must have economic stability in Germany 
and in the rest of Europe. , ; 


Ee 195 








